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ILEMBE DISTRICT MUNICIPALITY DC 29 


AUDITED ANNUAL FINANCIAL STATEMENTS 
For the period ended 30 June 2019 


Accounting Officer’s Statement 

The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain 
adequate accounting records and is responsible for the content and integrity of the annual financial 
statements and related financial information included in this report. It is the responsibility of the Accounting 
Officer to ensure that the annual financial statements fairly present the state of affairs of the municipality as 
at the end of the financial year and the results of its operations and cash flows for the period then ended. 
The external auditors are engaged to express an independent opinion on the annual financial statements 
and was given unrestricted access to all financial records and related data. The annual financial statements 
were prepared in accordance with Standards of Generally Recognised Ac-counting Practice (GRAP) as 
well as relevant interpretations, guidelines and directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and 
supported by reasonable and prudent judgements and estimates. I, as the Accounting Officer (accounting 
authority), acknowledge that I am ultimately responsible for the system of internal financial control 
established by the municipality and place considerable importance on maintaining a strong control 
environment. To enable me to meet these responsibilities, I have set standards for internal controf aimed 
at reducing the risk of error or deficit in a cost-effective manner. The standards include the proper 
delegation of responsibilities within a clearly defined framework, effective accounting procedures and 
adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored 
throughout the municipality and all employees are required to maintain the highest ethical standards in 
ensuring the municipality’s business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and 
monitoring all known forms of risk across the municipality. While operating risk cannot be fully eliminated, 
the municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems 
and ethical behaviour are applied and managed within predetermined procedures and constraints I am of 
the opinion, based on the information and explanations given by management that the system of internal 
control provides reasonable assurance that the financial records may be relied on for the preparation of the 
annual financial statements. However, any system of internal financial control can provide only reasonable, 
and not absolute, assurance against material misstatement or deficit, i have has reviewed the municipality’s 
cash flow forecast for the year to 30 June 2020 and, in the light of this review and the current financial 
position, I am satisfied that the municipality has or has access to adequate resources to continue In 
operational existence for the foreseeable future. The annual financial statements are prepared on the basis 
that the municipality is a going concern and that the ILembe District Municipality has neither the intention 
nor the need to liquidate or curtail materially the scale of the municipality. Although, I am primarily 
responsible for the financial affairs of the municipality, this is supported by the municipality's external 
auditors. I would like to bring to your attention the following material matters to your attention: 



I certify that the salaries, allowances and benefits of councillors as disclosed in note 24 to these annual 
flnancialstatements are within the upper limits of the framework envisaged in section 219 of the Constitution 
° ?£ U . . of ®outh Africa, read with the Remuneration of Public Office Bearers Act, Act 20 of 1998 

the Minister of Provincial and Local Government’s determination in accordance with the Act. 



Accounting Officer 
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ILEMBE DISTRICT MUNICIPALITY- 

DC 29 


AUDITED STATEMENT OF FINANCIAL POSITION 

As at 30 June 2019 


ASSETS 

Note 

2019 

R 

2018 

R 

Restated 

Current Assets 

Cash and cash equivalents 

3 

174 702 791 

70 703 174 

Current term Investments 

8 

28 719 789 

_ 

Trade and other receivables from exchange transactions 

2 

116 313 321 

100 745 782 

Trade and other receivables from non exchange transactions 

4 


_ 

Inventories 

6 

11 290 313 

7 917 309 

Total current assets 


331 026 215 

179 366 264 

Non-current assets 

Non-current receivables 

7 

528 084 

819 999 

Long term Investments 

8 

_ 

27 286 429 

Other non-current financial assets 

5 

100 

100 

Property, plant and equipment 

10 

2 504 242 756 

2 374 679 577 

Intangible assets 

12 

6 094 145 

5 247 208 

Heritage Assets 

11 

205 578 

205 578 

Total non-current assets 


2 511 070 664 

2408 238 891 

Total assets 


2 842 096 879 

2 587 605 156 


LIABILITIES 
Current liabilities 


Trade and other payables from exchange transactions 13 247 564 531 237 635 209 

Trade and other payables from non - exchange transactions 14 76 719 688 15 779 853 


Current portion of borrowings 

15 

37 342 526 

7164 483 

Current portion of finance lease liability 

16,1 

1 867 971 

1 088 697 

Current portion of employee benefits 

36 

1 494 983 

739456 

Total current current liabilities 


364 989 698 

262 407 698 

Non-current liabilities 

Non-current borrowings 

15 

38 226 416 

72 851 417 

Non-current finance lease liability 

16,1 

314 989 

2182 960 

Employee benefits 

36 

10 592 237 

8 787 361 

Total non-current liabilities 


49 133 642 

83 821 738 

Total liabilities 


414 123 340 

346 229436 


Net assets 2 427 973 538 2 241 375 721 


NET ASSETS 

Accumulated surplus 2 427 973 538 2 241 375 721 


2 427 973 538 2 241 375 721 


Total net assets 


















1LEMBE DISTRICT MUNICIPALITY - DC29 
AUDITED STATEMENT OF FINANCIAL PERFORMANCE 
For the period ended 30 June 2019 


Note 2019 2018 

R R 

Restated 


Revenue from exchange transactions 


197 773 310 

163 102 745 

Service charges 

17 

153 140 616 

130 251 315 

Rental of facilities and equipment 

18 

22 689 

9 676 

Interest earned - external investments 

19 

12 284 945 

8 086 492 

interest earned • outstanding receivables 

20 

25 768 686 

15 452 338 

Fines and Penalties 

22,2 

175 075 

380 438 

Other income 

22 

6 381 298 

8 922 486 

Revenue from non exchange transactions 

790111 215 

808 307 400 

Government grants and subsidies 

21 

790 111 215 

808 307 400 | 

Total revenue 


987 884 525 

971 410 145 

Expenses 

Employee related costs 

23 

202 180 059 

186 965 671 

Remuneration of councillors 

24 

8 603 847 

8 405 693 

Bad debts 

2 

65 022 454 

41 676 124 

Depreciation, impairment and amortisation 

25 

104 329 755 

81 789 590 

Finance costs 

26 

8 154 624 

10 565 607 

Bulk purchases 

27 

150 578 471 

86 505 612 

Contracted services 

28 

119 319 073 

121 595 452 

General expenses 

29 

136109 877 

124 009 624 

Total expenses 


794 298 161 

661 513 374 

Gain / (loss) on sale of assets 

29,2 

(6 916 516) 

(351 989) 

Forex gain/{loss) 

34.7.5 

(72 550) 

- 

Surplus / (deficit) for the period 


186 597 298 

309 544 782 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
AUDITED STATEMENT OF CHANGES IN NET ASSETS 
For the period ended 30 June 2019 


IDM Accumulated 
Surplus/(Deficft) 
Total 

Note r 


Balance at 30 June 2017 
Restated surplus for the year 
Prior year adjustments 
Restated balance 

Surplus / (deficit) for the year 

Balance at 30 June 2018, as previously reported 


30 


2 086 308 826 
18 204127 
(172 756 325) 
1 931 756 629 
74 390 
309 544 782 
2241 375 721 


Opening Balance, 1 July 2018 


2 241 375 721 


Transfers to / from accumulated surplus/fdeficit) 


30,3 518 


Surplus / (deficit) for the year 

Balance at 30 June 2019 


186 597 298 

2 427 973 538 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
AUDITED CASH FLOW STATEMENT 
For the period ended 30 June 2019 


Note 


Receipts 

Sales of goods and services 
Grants 

Payments 

Employee costs 
Suppliers 

CASH GENERATED FROM OPERATIONS 31 

Interest received 

Interest paid 26 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of fixed assets (PPE) 

Proceeds from sale of fixed assets 
Increase in investments 
Non-current receivables 

Purchase of intangibles ^2 

Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Repayment of borrowings 

Repayment of finance lease liability 

Net cash flows from financing activities 

Net increase / (decrease) in net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Net cash and cash equivalents at end of period 32 


IDM 

IDM 

2019 

2018 

R 

R 


Restated 

1 022 350 676 

949 301 819 

155 299 627 

115 803 698 

867 051 049 

833 498121 

(779 350 515) 

(508 538 745) 

209 756 207 

194 016 291 

569 594 308 

314 522 454 

243 000 161 

440 763 074 

12 284 945 

8 086 492 

(8 154 624) 

(10 565 607) 

247 130 482 

438 283 959 


(218 355 979) 

(344 340 385) 

(1 433 360) 

(1 476 557) 

89 305 811 


(3111 087) 

(196 800) 


(133 594 616) (346 013 743) 


(7 141 160) 

(10 020 472) 

(2 395 091) 

(17 313 194) 

(9 536 250) 

(27 333 666) 

103 999 617 

64 936 551 

70 703174 

5 766 623 

174702 791 

70 703 174 
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ILEMBE DISTRICT MUNICIPALITY 

AUDITED STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
For the period ended 30 June 2019 
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ILEMBE DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Forth* parted ended 30 Juna2010 


1 BASIS OF PREPARATION 

1.1 STATEMENT OF COMPLIANCE 

These annual financial statement); have been prepared In accordance with the effective South African Standards of Generally Recognised Accounting Practice (GRAP), 
as approved by the MimSter of Finance, including any interpretations and directives Issued by the Accounting Standards Board in accordance with Section 122{3) of the 
Municipal Faience Management Act, (Act No 56 of2003). 

The accounting policies applied are consistent with those ueed to present the previous year's financial statements, unless explicitly stated. The details of any changes in 
accounting policies are explained in Ihe relevant policy. 

1.2 BASIS OF MEASUREMENT 

Tha annual financial statements have been prepared on the accrual basis of accounting and Incorporate the historical cost conventions as the basis of measurement, 
except where specified otherwise. 


1,3 FUNCTIONAL AND PRESENTATION CURRENCY 

These annual finandal statements are presented in South African Rand, which Is the functional currency of the municipality. All financial information has been rounded to 
the nearest Rand. 

1/4 OFFSETTING _ 

Financial asaete and liabilities are set off and the net amount presented in the statement of financial position whan, and only when, the municipally has a legal right to 
sat off the amounts and intends either to settle on a net basis or to realise the asset and settle the liabilfiy simultaneously. 


Revenue and expenses have not been offset except when offsetting Is required or permitted by a standard of GRAP. 


1,6 GOING CONCERN ASSUMPTION „ 

These annual financial statements have been prepared on the assumption that the municipality will continue to operate as a going concern for at least the next 12 
months. 

1,G USE OF ESTIMATES AND JUDGEMENTS 

The preparation of financial statomertte in conformity with GRAP requires management to make judgements, estimates and assumptions that affect the application ot 
policies and reported amounts assets and liabilities, income, expenses and other reports. The estimates and associated assumptions are based on historical experience 
and various other factors that are believed to be reasonable under the circumstances, the results of which farm the basis of making the judgements about carrying 
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates. ^ 

The estenates and underlying assumptions are reviewed on an on going basis. Revisions to accounting estimates are recognised in the period In which the estimate is 
revised if the revision affects only that period, or In the period of the revision and Mure periods If the revision affects both current and future. 


Poet-Retiremant Benefits and Multi-Employer Retirement Benefit Plane 

The present value of the post retirement obligation depends on a number of factors that are determined on an aduanal basis using a number of assumptions. The 
assumptions used In determining the net ooel (Income) Indude the discount rate. Any changes in these assumptions will Impact on the carrying amount of poet 
retirement obligations. 

The Municipality determines the appropriate discount rate at the end of each year using the actuarial valuation. This is the Interest reto that shoitid be used to determine 
the present value of estimated future cash outflows expected to be required to settle the pension obligations. In determining the appropriate discount rate, the 
Municipality considers the interest rates that best approximated by reference to market yields at the reporting date on government bonds that are denominated In the 
currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the related pension liability. Other key assumption for pension 
obligation are based on current market conditions. Additional Information Is disclosed in notes. The Municipality contributes to Natal Joint Super Annuation and 
Retirement Funds which are Defined Benefit Funds. The Municipality's liability in these funds could not be determined owing to the feet that the assets are not being 
allocated to each employer and only one sat of financial statement are compiled for each fund not per employer. Further details of this plan is included in the notes to the 
Financial Statements. 


Provision for Impairment of trade receivablea . * . . 

The provision for impairment is measured as the difference between the assets’ carrying amount and the present value of estimated recoverable future cash flow based 
on past recovery trends. 

Non-caah generating and cseh generating Impairment testing . , ... 

Management used the lair value less cost to sell to determine the recoverable amount of assets with an indefinite useful life and Identifying assets that may have been 
impaired. Additional disclosure of these estimates is included In note - Impairment of assets 

All assets owned/recognised by ttiB municipality are held for the provision of basic service and are considered to be non-cash generated assets 


Provision 
Provisions were 
in notes to 
Provision i 


raised and management determined an estimate based on lha information available. Additional disclosure of these 
ements. 

at the head of department’s bast estimate of the expenditure required to settle the obligation at the reporting 


estimates of provision are Included 
date, and are discounted to present 


value where the effect is material. 

A provision Is recognised when: 

The municipality has a present obligation (legal or constructive) as a result of a past event; 

It is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and 
A reliable estimate can be made of the ofafigalion. 


1,7 COMPARATIVE INFORMATION 

When the presentation or classification of Items in tha annual financial statements is amended, prior period comparative amoimts are restated, The nature and reason 
for the reclassification Is disclosed. Where accounting errors have been identified in the cutraiti year, toe correction is made retraspedively as far as is practicable, and 
the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the current year, the adjustmeta is made retrospectively as 
far as Is practicable, and tha prior year comparatives are restated accordingly. The municipality shrill present a comparison of budget and actual amounts as additional 
budget columns In the primary financial statements only where the financial statements and the budget are prepared on a comparable basis. AB comparisons of budget 
and actual amounts shall be presented on a comparable baste to the budget The municipality shall explain in notes to the financial statements the budgetary basis and 
classification baste adopted In the approved budget (refer note 1.10). 
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ILEMBE DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
For the period ended 30 June 2018 

V STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP •tandarda have been teeuod but are not yet effective and have not been early adopted by the municipality. Application of al of the 
GRAP standard* noted below will be effective from a date to be announced by the Minister of Finance. The effective dates are cwrentty unknown. 


GRAP 1 (amended) Presentation of Financial Statement 

GRAP IB Segment Reporting 

GRAP 20 Related Party Disclosures 

GRAP 32 Service Concaakm Arrangemerfe (Grantor) 

GRAP 34 Separate Financial Statements 
GRAP 35 Consolidated Financial Statements 
GRAP 36 Jnveetmets In Associates and 
GRAP 37 Joint Arranflemerto 
GRAP 38 Dtedosure of Interest hi other Entities 
GRAP 10B SMutory Debtors 

GRAP 10B Standard of GRAP on Accounting by Principals 
GRAP 110 Uvtng and Non living Resources 

The following Standards Issued but not yet effective have an effective date of 1 April 20201 

GRAP 34 Separate Financial Statements 

GRAP 35 Consolidated Financial 

GRAP 36 Irweshnete In Associates and 

GRAP 37 Joint Arrang amenta 

GRAP 33 Dlsdoiura of Interest in other Entitles 


1,fl STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED AND EFFECTIVE 

The Mine!ter has determined the following GRAP atindanb aa approved effective: 

GRAP 1 Presentation of Financial Statements 
GRAP 2 Cash Flow Statemert* 

GRAP 3 Accounting Policies, Charges in Accounting Estimates and Errors 
GRAP 4 The Effects of Changes In Foreign Exchange Rates 
GRAP 6 Borrowing Costs 

GRAP 6 Conaoldsted and Separate Financial SMtemante 
GRAP 7 Investments In Associates 
GRAP B Interest in Joint Venture* 

GRAP 6 Revenue from Exchange Transactions 

GRAP 10 Financial Reporting hi Hyperinflationary Economies 

GRAP 11 ConMiuction Contracts 

GRAP 12 Inventories 

GRAP 13 Leasee 

GRAP 14 Events Alter the Reporting Date 
GRAP 16 Investment Property 
GRAP 17 Property Plant and Equipment 
GRAP 18 Segment Reporting 

GRAP 1B Provisions, Ccmtfngert Liabilities and Contingent Assets 

GRAP 21 Impediment of Noncash-generating Assets 

GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers) 

GRAP 24 Presetdatlon of Budget Information ki Financial Statements 

GRAP 25 Employee Benefits 

GRAP 26 Impabment of Cash-generating assets 

GRAP 27 Agriculture 

GRAP 31 IntengUe Asset* 

GRAP 100 Discontinued Operations 
GRAP 103 Heritage Assets 
GRAP 104 Financial Instrument* 

GRAP 105 - Transfer of Functions Between Entities Under Common Control 
GRAP 106 Transfer of Function* Between Entitles Not Under Common Control 
GRAP 107 Mergers 


interpretations of the standwd of GRAP Approved and effective 
IGRAP1 Applying The Probability Test On Initial Recognition Of Revenue 
IGRAP2 Changes to Existing Deornneionlng Restoration and fikntter Liabilities 
IGRAP3 Determining Whether an Arrangement Contains a Lease 

IGRAP 4 Rights to Interests Arte big from Decommissioning, Restoration and Environmental Rehabilitation Funds 

IGRAP5 Applying the Restatement Approach under the Standard of GRAP on Financial Reporttog In Hyperinftationary Economies 

K3RAP8 Loyally Program mss 

IGRAP7 The Lim# on a Defined Benefit Asset; Minimum Funding Requirement* and Iheir Interactactlon 

IGRAP 0 Agreements tor the Construction of Assets from Excftarae Transactions 

IGRAP 9 Distributions of Non-cash Assets to Owners 

IGRAP10 Aaaste Received from Customers 

K3RAP11 Consolidation - Special Purpose Entities 

IGRAP 12 Jointly Controlled Entities - Non-Moneteiy Contributions 

IGRAP 13 Operattog Leases - Incentives 

JGRAP14 Evaluating the Substenace of Transactions Involving the Legal Form of a ^easo 
IGRAPie Revenue - Barter Transect lone Involving Advertising Services 
IGRAP1B Intangible As sate - Website Costa 


IGRAP 17 Interpretation of the Standard of GRAP on Service Concession Arrangements Where a Grantor Controls a Significant Residual Interest in an Asset 

IGRAP10 Interpretation of the Standard of GRAP on Re cog niton and Derecognition of Land 
I GRAP 18 Llabtiltiaa to Pay Levies 

Interpretation* of the standard of GRAP Approved andnot yet effective 

IGRAP 1 (revised): Applying the Probability Test on Initial Recognition of Revenue (01 April 2020) 

IGRAP 20c Accoirting tor Adjustments to Revenue (01 April 2020) 

Directive 7 (Reutaec): The Application of Deemed Coot (1 Aprfl 2019} 

The following stwidards have been issued but an not yet effective: 

‘ GRAP 1 (amended): Presentation of Financial Statement* (1 April 2020) 

* GRAP 10® (as amended 2010): Transfers of Functions Between Entitles not Under Common Control (1 April 2019) 

OuMellnee of the Slamdard of GRAP approved and not yet effective 

Guidelines on Accounting tor Lendlti Sites 

Gitideljnes an the Abdication of Mateflalftvto Fnancial Statement* 

Gitideimes on Accounting for Arrangements Undertaken i.t.o. to the National Houaeg Programmed April 2019) 



I LEM BE DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Forth* parted ended 30 June 2010 


1,10 PRESENTATION OF BUDGET INFORMATION IN THE FINANCIAL STATEMENTS 

The budget is mainly approved on a cash basis by functional classification. The approved budget covers the period from 1 July 2010 to 30 June 201B. The budget and 
accounting bases for some vote® differ. The financial statements are prepared on the accrual basis using a classification on the nature of expenses In the statement of 
financial performance. The financial statements differ from the budget, which is approved on the cash basis. The amounts rn the financial statements were recast from 
the accrual basis to the cash basis and reclassified by functional classification to be on the aame basis as the final approved budget The amounts of these adjustments 
are Identified in note 41. A reconciliation between the actual amounts on a comparable basis as presented In the statement of comparison of budget and actual amounts 
and the actual amoiarts in the cash flow statement for the period ended 30 June 2D1B is presented In note 41. The financial statements and budget documents are 
prepared for the same period. There is a basis difference: the budget is mainly prepared on a cash basis and the financial statements on the accrual basis. The 
reconciliation as requhed by GRAP 24 is also shown In note 41. The statement of comparison of budget and actual amounts is disclosed as a statement in the annual 
financial statements. 

Differences between budget and actual amounts are regarded as material when a more than 10% variance exists. 

All material differences are explained In the notes to the annual financial statements. 


t SIGNIFICANT ACCOUNTING POLICIES 

The following significant acoourttfog policies had been applied consistently during the currant and previous reporting period, as sot out In note \2 

2,1 PROPERTY, PLANT AND EQUIPMENT 

2.1.1 INmAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including Infrastructure assets) that are held for use in the production or supply of goods or services, 
rental to others, or for administrative purposes, and are expected to be used during more than one year. Items of property, plant and equipment are initially recognised 
as assets on acquisition date and are Initially recorded at cost. The coat of an Item of property, plant and equipment Is the purchase price and other costs attributable to 
bring the asset to the location and condition necessary for it to be capable of operating in the manner intended by the municipality. Trade discounts and rebates are 
deducted in arriving at the cost The cost also Includes the necessary costs of dismantling and removing the asset and restoring the site on which it is located. 

When significant components of an item of properly, plant and equipment have different useful lives, they are accounted for as separate items (major components) of 
property, plant and aquipment. 

Where an asset is acquired by the municipality for no or nominal consideration (l.e. a non-exchange transaction), the cost is deemed to be equal to the fair value of that 
asaet on the date acquired. 

Where an Item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a combtaation of monetary and non-monetaiy 
assets, the asset acquired Is Intifelly measured at fair value (the cost). If thB acquired Item's fair value was not determinable, ifs deemed cost is the canyitig amount of 
the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during more than one period. Similarly, 
if the major spare parts and servicing equipment can be used only in connection with an Item of property, plant and equipment, they are accounted far as property, plant 
and equipment. 

2.1.2 SUBEQUENT H EASUREM ENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured st cost less accumulated depreciation and impairment losses. Land is not 
depreciated as ft Is deemed to have an Indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new component. Subsequent expenditure 
Incurred on an asset Is capitalised when it increases the capacity or future economic benefits associated with the asset. 


2.1.3 DEPRECIATION AND IMPAIRMENT 

Depreciation is cajcufated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Components of assets that are 
significant In relation to the whole asset and that have different useful lives are depredated separately. 

Leased assets are depreciated over the shorter of the lease term and their useful fives unless it is reasonably certain that the municipality will obtain ownership by the 
end of the lease term. 

Incomplete construction work is elated at historical cost. Depredation only commences when the asset is available for use. 

The annual depreciation rates are based on the following estimated average asaet lives: 


Infrastructure 

Years 

Other 

Yean 

Water 

10-00 

Machinery and equipment 

3-20 

Sewerage 

10-00 

Furniture and equipment 

3-50 

Other 

10-50 

Motor vehicles 

4-20 


An entity shall assess at each reporting date whether there Is an Indication that the entity's expectations about the residual value and useful life of an asset have changed 
since the preceding reporting date. If any such indication exists, the entity ehall revise the expected useful life and/or residual value accordingly- longer a requirement 
to review residual values and useful Itvbb each year. 

The municipality tests for impairment where there Is an indication that an asset may be impaired. An itsassment of whether there Is an Indication of possible frnpairment 
Is done at each report^ date. Where the carrying amount of an Item of property, plant and equipment is greater than the estimated recoverable amount (or recoverable 
service amour*). It is written down immediately to its recoverable amount (or recoverable service amount) and an impairment lose Is charged to the Statement of 
Financial Performance - refer to note 19 for further Information on impairment of assets. 


Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic benefits or service potential expected 
from the use of the asset. The gain or loss arising on the disposal or retirement of an item of property, plant and equipment Is determined as the difference between the 
sales proceeds and the canying value and Is recognised in the Statement of Financial Performance. 


2.1,5 LEASED ASSETS 

Leas ee in terms of which the municipality assumes substantially all the risks and rewards of ownership are classified as finance leases. Other leases are classified as 
operating leasee. Upon initial recognition of assets leased under finance leases, the leased asset is measured at an amount equal to the tower of its fair value and the 
present value of the minimum lease payments. Subsequent to Initial recognition, the asset Is accounted for in accordance with the accounting policy applicable to that 
asset. 
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3 INTANGIBLE ASSETS 

3,1 INITIAL RECOGNITION 

An intangible asset le an identifiable nan-monetary asset wfthout physical substance. Examples include computer software, licences, and development costa The 
municipality rsoognlaes an intangible asset In Ha Statement of Financial Position only when i» ie probable thet the expected future economic benefits or service potential 
that are attributable to the anet will flow to the municipality and the cost or fair value of the aaaat can be measured reliably. 

Intemsily generated Intangible assets are subject to strict recognition criteria before they are capitalised. Research expenditure Is never capitalised, while development 
expenditure is orjy capitalised to the extent that 

* the municipally Intends to complete the Intangible asset tor use or sale; 

* I Is technlcafiy feasible to complete the Intangible asset; 

* the municipality has the resources to comptofethe project; and 

■ it is probable that the murlrtpaBy will receive future economic benefits or service potentlaL 
Intangible assets are initially recognised at coat 

WhBre an Irrfanglbla asset to acquired by the municipality for no or nominal consideration (I*. a rorvexchange transaction), the coat Is deemed to be equal to the fair 
value of that asasl on the data acquired. 

Where an Intangible asset to acquired in exchange for a rjon-rnonetary asset or monetary assets, or a combination of monetary and nonmonetary assets, the asset 
acquired is initially measured trf fair value (the cost). If the acqiared Item’s fair value was not dutermfnabfe, rt’« deemed cost Is the carrying amount of the a»t(a} given 


3,2 SUBSEQUENT MEASUREMENT - COST MODEL 

hdangible assets ere subsequently carried at cost tees accutmiated amortisation and impairments, The coat of an Intangible asset is amortised over the useful life where 
that useful life is finite. Where the useful life is ndeflnlte, the asset is not amortised but is subject to an annual impairment test. 


3,3 AMORTISATION AND IMPAIRMENT 

Amortisation to charged so as to write off the cost or valuation of IntangUe assets over their estimated useful lives using the strait line method. The annual 
amortisation rtaes are based on the following estimated average asset lives: 

Computer software and websites 2 - 6 Yean 

The amortisation period and the amortisation method for an Intangible asset wfh a finite useful life are reviewed at each reporting dote and any changes are recognised 
as a change hi accounting estimate in the Statement of Financial Performance. 

The munfclpafty tests Intang Mo assets with finite useful lives for Impairment where there is an indication that an asset may be Impaired. An assessment of whether 
there Is an IndlcMfon of poeaftito Impairment to done at each reporting data - refer to note 10 for further Information on Inpayment of assets. Where the cwrylrq amount 
of an item of an Intangible aaart is greater than the eetlmatod recoverable amount for recoverable service amount), ft Is written down Immediately to Its recoverable 
amount (or recoverable service amount) and an foipalrmcnt loss is charged to the Statemart of Financial Performance. 


3,4 DEflECOGNITION 

Intangible assets are derecognised whan the asset Is disposed of or when there are no further economic benefits or service potential expected from tha use of the asset. 
The gain or loss arising on tha disposal or retirement of an intangibla asset to determined aa the difference between the sales proceeds raid tha carrying value and to 
recognised in the Statement of Fmanciaf Performance. 

4 HERITAGE ASSETS 

4,1 INITIAL RECOGNITION AND MEASUREMENT 

Heritage aasete are assets thta are normally held Indefinitely for their unique cultural, environmental, historical, natural, scientific, technoiogicBl or artistic signiflcance for 
the benefit of future generations. 

Certain heritage assets are described as InafienabJe items thus assets which are retained indefinitely and cannot be disposed of without consent as required by lew or 
otherwise. 


Heritage assets are recognised as an asset when: 

■ I is probable that future economic benefits or service potential associated with the asset wilto the munlcipaBly; and 
• tha cost or faft value of the asset can be measured reliably. 

IT tha municipality holds an aaaat that might ba regarded as ■ heritage asset but on Initial recognition, tha asset does not meet the above recognition criteria because It 
cannot ba measured reliably, relevant and usahri Information about the heritage asset Is disclosed In the notes to tha financial statements. 


4.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Alter recognition aa an asset, a dass of heritage assets are canted at Its cost tots any accumulated Impairment losses. 

4.3 DEPRECIATION &IMPAIREHENT 

Heritage assets are not depreritaed. The miailcfpelity assesses at each reporting date whether there is any Mlcatlon that e heritage asset may be impved - refer to 
note 18 for further Information on Impairment of assets. 

In assessing whether there Is an hdlcatton that an asset may be Impaired, the municipality considers, as a minimum, the followfng Indications: 

4.3.1 External sources of information 

(a) During the period, a heritage asset's market value has declined significantly more than woted be expected as a result of the passage of time or normal use, 

(b) The absence of an active market for a revalued heritage asset 
4 3_2 Internal sources of Information 

(a) Evidence Is available of physical damage or deterioration of a heritage asset 

(b) A decision to haft the construction of the hertage asset before ft Is complete or in a usable form. 
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4,4 DERECOGNITION 

The carrying amount of e heritage asset is derecognised on disposal, or when no future economic benefits or service potential are expected from its use or disposal. The 
gain or loss arising from derecognition of a heritage asset is determined as the difference between the net disposal proceeds, if any, and the carrying amounts of the 
heritage asset. Such difference Is recognised in surplus or deficit when the heritage asset Is derecognised. 


fi INVENTORIES 

5.1 INITIAL RECOGNITION _ 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of business. Inventories are Initially recognised at cost. Cost 
generally refers to the purchase price, plus taxes, transport costs and any other costs in bringing the Inventories to their current location and condition. Where inventory 
Is manufactured, constructed or produced, the cost includes the cost of labour, materials and overheads used during the manufacturing process. 

Where inventory Is acquired by the munfclpatity for no or nominal consideration (i.e. a non-exchange transection), the cost Is deemed to be equal to the fair value of the 
item on the date acquired. 

5.2 SUBSEQUENT MEASUREMENT 

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of cost and net realisable value unless they 
are to be distributed at no or rromlnN charge, in which case they are measured at the lower of cost and current replacement cost Redundant and slow-moving 
inventories are idettUlied and written down in this way. Differences arising on the valuation of inventory are recognised In the Statement of Financial Performance in the 
year In which they arose. The amount of any reversal of any write-down of Inventories arising from an increase In net realisable value or current replacement cost is 
recognised as a reduction in the amount of toventories recognised as an expense in the period In which the reversal occurs. 

The carrying amount of inventories Is recognised as an expense in the period that the inventory was sold, distributed, written off or consumed, unless that cost qualifies 
for capitalisation to the cost of another asset. 

The basis of allocating cost to inventory Hems is the weighted average method. 

6.3 WATER INVENTORY 

Water Inventory represents water housed In reservoirs within the municipal area and is measured at the lower of cost, which is deemed to be fair value, and net 
raaltssble value. In the absence or a market that trades in water outside of local government, the fair value utilised to quantify water Inventory is based on the unit 
reference value. The unit reference value is a determined by a formula that Is utilised in the engineering department to caloutate the development cost of new water 
resources. 


Readings of water levels are taken at year-end, which is quantified alt the above fair value. 

Water and purified effluent are measured at the lowest of purified cost and net realisable value insofar as it is stored and controlled In reservoirs at year-snd. 


« INVESTMENTS IN CONTROLLED ENTITIES 

In the municipality’s separate annual financial statements, to vestments In controlled entities are measured at cost. 

7 FINANCIAL INSTRUMENTS 
7,1 INITIAL RECOGNITION 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or realduat interest of another entity. A financial asset la: 
cash; 

a residual interest of another entity; or 
a contractual right to; 

receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially favourable to thB entity. 

A financial liabltty is any liability that Is a contractual obligation to: 
deliver cash or another financial asset to another entity; or 

exchange financial assets or financial Unbilites with another entity under conditions that era potentially unfavourable to the entity. 

Financial instruments are initially recognised when the municipality becomes a party to the contractual provisions. Financial assets are recognised using trade date 
accounting 

The municipality has the following types of financial assets as reflected on the fees of the Statement of fiencial Position or other notes thereto: 


Financial Assets: 

Cash end Gash Equivalents = Financial asset measurement at amortised cost 

Trade and Other Receivables from Exchange Transactions = Financial asset measured at amortised cost 
Trade and Other Receivables from Non-Exchange Transactions = Financial asset measured at amortised cost 
Non-Current Receivables = Financial Asset measured at amortised cost 


Financial Liabilities: 

Trade and Other Payables from Exchange Transactions *= Financial liability measured at amortised cost 
Trade and Other Payees from Non-Exchange Transactions = Financial liability measured at amortised cost 
Borrowings = Financial liability measured at amortised cost 
Finance Lease Liabilities = Financial liability measured at amortised cost 
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7.2 MIT1AL MEASUREMENT 

Ffoanclal Instilments ere inbafiy measured rf fair value and plus transaction costs for financial Instruments at amortised coal or cost. Fair value Is usually the transaction 
cost al tne drte of recognition. For financial Instruments at amortised cost, if the transaction cost le not market related l.e. no Interest is charged for deferred payments or 
whan the account Is overdue, or Interest chwged ie at below- market related rate: the murfdpBltty determines the fair value. The fair value le the present value of the 
expected future cash flows, without taking Into account any futus losses or the possibility of default, discounted using a mwkst meted Interest rate, edjusted for credit 
risk overthB expected life of the financial irabumenL For ftrwntiaf instruments at fair value, the fair value Is determined based on quoted prices In an active market. If 
there Is no active market, It to determined using valuation techniques. For financial instrumarts at cost, the financial Instrument is only measired at cost if the fair value 
can rot be measured reliably. Where a financial instrument contains both a liability and a residual interest component, the municipality allocates the instrument into Its 
component parts. The municpslity recognises the liability at te fair value and recognises the residual interest as the tEfference between the cwrying mount of the 
Instrument and the fair value of the lability component No gain or Jobs Ib recognised by separating tha Instrument into Its components. 


7,3 SUBSEQUENT MEASUREMENT 

Financial aaaata and liabilities ana subsequently measured either at fair value, or amortised coat or coat using tha following categories: 

(a] Financial Instruments at fair value 

(b) Financial Instruments at amortised cost 
(cj Financial instruments at cost 

7.3.1 FINANCIAL INSTRUMENTS AT FAIR VALUE 

Financial Instruments at fair value comprise finenctel assets or financial llebMtisc that ere derivatives , combined instrument* that art designated at fair value, 
Instruments held for trading , fhandtiJ Instilments that do rot meet the deflniton of financial Instruments at amortised cost or financial instilments at cost aid nor 
derivative financial assets or financial liabilities wfib fixed or determinable payments that are designated at fair value at Initial recogreiion. Firmnclal Instrument at far 
value are subsequently meaawad at fair value with changes In far value recognised in suiplus or deficit 


7.3J FINANCIAL NSTRUNENTS AT AMORTISED COST 

Financial mstnments at amorttoed cost, are non-derivative fteandal assets or financial llabilttes that have fixed or determinable payments, excluding those the 
municipality designates at fab value at initial recognition or are held for trading. Financial instruments at amortised coat are srtisequently measured at amortised cost 
using effective Interest rate method. The effective interest rate to the rate Ihrt exactly discounts the estimated cash (taw* associated wftfi the financial instnanert through 
the exported life of the Instrument (or in some cases a shorter parted) to the nrt carrying amount at Initial recognition. Financial asset* an* subject to Minute Impairment 
review. Refer to note 7.6 for details on Impaftmert and uncoltoctablllty of financial asset*. 


7.3.3 FM AN DIAL INSTRUM ENTS AT COST 

Ftoancla: Instruments at coat are Investments to residual Interest* that do not haws a quoted market pries In an active marks!, and whose fab value cannot be reliably 
measured. Finandal Instrumorta at coat are Ktonqumtly measured at cost If tha fab value cannot be reilsbty determined. 

Financial assets ore subject to annual impairment review. Refer to note 7.6 for details on impairment and uncoBectebility of fteanclaf assets. 

7.4 RECLASSIFICATIONS 

The muntolpeity does not reclassify a financial instrument whan It Is Issued or held. except for a combined Instrument tha! to required to be measured at Mr value or an 
Investment In residual Interest subject to certain requirements, 

7.5 GAINS AND LOSSES 

Gains and fosses on fair value measurements .reclassifications, impairment, derecognition are recognised to surplus or datici. 

7.6 NPAIRHENT AND UNCOLLECTABILITY OF FINANCIAL ASSETS 

Ffaancial assets are subject to annual impairment review as blows: 


7.8.1 FINANCIAL ASSETS AT AMORTISED COST 

For financial assets at amortised oust; the municipality assesses whether there to any objective evidence that a financial asset or group of financial assets to toipsired. If 
there Is objective evidence that an Impairtnert foes on a finandal asset has beer Incurred, the baa is recognised In surplus or deficit Tha municipality see eases ftesnclsl 
Besets individually, when ae®*s are Individually significant, and Individually or colbdivBly for financial assets that are not Individually significant Where no objective 
evidence of impairment exist* for an individually assessed asset, (whether Individually significant or not), an entity includes the assets In a group of financial resets with 
shriller credit rtok characteristics and collectively assess them for snpalrmant The impairment loss is the difference between the carrying amount and the present value 
of es timated fidure cash flows discounted at the original effective Interest rate. Tha impairment lose to re cog rased in surplus or deficit by reducing the canyfeig amount 
etthar directly or through the uee of an allowance account. If, In a period after an Impairment ton haa bean recognised, events occur or circumstances change that 
indcste that the tor payment loss recognised In a previous period should be reversed, the misildpaitty reverses the Impairment toss previously recognised slher directly 
or by adjusting an allowance account. 


7.8.2 FINANCIAL ASSETS AT COST 

For financial aasete at coat; the municipality Misu se whether than Is any objective evidence that a financial asaet Ib Impaired. If there I* objective evidence thte an 
impairment loss on a finandal asset has been tocutred, the loss to recognised In surplus or dafidL The Impairment loss to the difference between the cenying anount 
and the present value of estimated future cash flow discounted at the current martlet rate of ration for similar tteancial assets. The Impairment foes Is recognised in 
stoplus or defies by reducing the carrying amoirt directly. Tha impairment loss to never reversed In subsequent periods. 

7,7 DBtECOGNITION 

7.7.1 FINANCIAL ASSETS 

The municipality derecognises flrurdal assets usteg trade dobs accounting. The municipality derecognises a financial asset only when: 

(a) the contractual rights to the cash flew* horn the financial asset expire, are setifad or waived; 

(b) the municipality transfer* to another party substantially all of the risks and rewards of ownenhfp of the finwdal asset; or 

(c) the municipality, despite having retained eome significant risks and rewards of ownership of the financial asset, has transferred control of the asset to anther party 
aid the other party has the practical ability to aefi the asset in Rs entirety to an unrelated third party, and ie efafe to exercise tha ability unllrtetdly and withoid needing to 
Impose additional restrictions on the transfer, to this cose, the mindpality shall: 

(i) derecognise the BBset; and 

(11) recognise separately any righto and obligation* crested or retained In the transfer. 

7.7.2 FINANCIAL LIABLIT1ES 

The municipally removes a finandal liabltity from Eb statement of financial position when „ and only. It Is extinguished . A ftoandal liability to suing uished when the 
debtor either 

(e) Discharges the liability by paying th* creditor, normally with cash, other finandal liabilities, goods or eervteea. 

(b) Is legally rele as ed from primes responsIbMy for the liability either by procasaf expires) of law or by the creditor ( carried). If the debtor has given a giaiwtee. 
fin condition mayetiil be met. 

(c) Waives the debt or It to assioned by another misiidpality by way of e non- exchange transaction. 

Interest, dividends or similar didributions, losses and gains relating to a financial tiistrument or a component that to a finandal (lability should be recognised as revenue 
or expense in sioplus or deficit A finenctel asset and a financial liability should be effect and tha net amount presented In the statement of financial position when and 
whan, the municipality: 

(I) Currently has a legally enforceable right to set off the recognised amounts; and 

(iQ Intends either to settle or a net basis, or to realise the asset arte settle tha fiteteity simultaneously 


8 


I LEM BE DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
For the period ended 30 June 2019 


FOREIGN CURRENCY TRANSACTION 

Transactions in foreign currencies are translated to the functional currency of the municipality at exchange rates at the dates of the transactions. 

Monetary assets and liabilities denominated In foreign currencies at Itie reporting date are retranslated to the functional currency at the exchange rate at that date The 
foreign currency gain er loss on monetary Items Is the difference between amortlaad cost in the functional ciarency at the begfoning of the period, adjusted for effective 
Interest and payments during the period, and the amortised cost In foreign currency translated at the exchange rate at the end of the reporting period. 

Norwnonetary assets and liabilities denominated in foreign currencies that are measured at fair value ere retranslated to the functional currency at the exchange rate at 
the date that thB fair value was determined. Foreign currency differences arising on retrarelation are recognised in surplus or deficit except for differences arising on the 
retranslation of available-for-sate financial Instruments, which are recognised In net assets. 

Norwnonetary Items that are measured in terms of historical cost to a foreign currency are translated using the exchange rate at the date of the transaction. 

Cash flows arising from transactions in a foreign ciarency are recorded In Rands by applying to the foreign currency amoiait the exchange rate between the Rand and 
thB foreign currency at the date of the cash flow. 


9 UNAUTHORISED EXPENDfTURE 

Unauthorised expenditure Is defined in section 1 of the MFMA as follows: 

■unauthorised expenditure’, in relation to a municipality, means any expenditure Incurred by a municipality otherwise than In accordance with section 15 or 11(3), and 
Includes-— 

(a) overspending of the total amount appropriated In the municipality's approved budget; 

(b) overspending of the total amount appropriated for e vote In the approved budget; 

(c) expenditure from a vote unrelated to the department or functional area covered by the vote; 

(d) expenditure of money appropriated for a specific purpose, otherwise than for that specific purpose: 

(s) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of 'allocation’ otherwise than in accordance with any conditions of the allocation; or 
(f) a grant by the municipality otherwise than in accordance with Ihie Act. 


9,1 IDENTIFICATION AND INTERNAL REPORTNG 

Unauthorised expenditure b identified through the municipality's financial system application controls. On identification of the unauthorised expenditure due to 
overspending on specific votes, the relevant Heed of department Is notified, where funds are available on other votes within the directorate, virement* are made within 
the previsions of the virement policy. If altar the previsions of the virement policy are applied, the unauthorised expenditure still remalnstoxlst, It Is recorded In the 
unauthorised expenditure register and reported to the accounting officer, mayor and council In terms of MFMA section 32. 


9,2 COUNCIL DECISION AND ACCOUNTING TREATMENT 

Unauthorised expenditure that Is Incurred before the adjustment budget process Is finalised b condoned by council through the adjustment budget. Unauthorised 
expenditure that Is Incurred after the adjustments budget Is referred to the Municipal Public Accounts Committee (MPAC) for investigation and recommendation to 
council. Where MPAC after investigation, recommends to council to certify the unauthorised expenditure as Irrecoverable and write - off, the unatfhorfeed expenditure Is 
disclosed in the notes to the financial statements as condoned by council. Where MPAC determines after investigation, that the unauthorised expenditure must be 
recovered from the relevant official, the unauthorised expenditure is recognised as an asset (debtor) in the statement of financial position and also disclosed In the 
unauthorised expenditure note as unauthorised expenditure Incurred In the current financial year. 


The accounting officer of the municipality promptly informs the mayor, the MEC for local government In the province and the Auditor ■ General, In writing, oft 

(a) Any unauthorised expenditure incurred by the municipality; 

(b) Whether any parson b responsible or under Investigation for such unauthorised expenditure; and 

(c) The steps that have been taken- 

(I) To recover or rectify such expenditure; and 

(II) To prevent a recurrence of such expenditure 


10 IRREGULAR EXPENDITURE 

Irregular expenditure Is defined In section 1 of the MFMA as follows: 

“irregular expenditure’, in relation to a municipality or municipal entity, means- 

fa) expenditure Incurred by a municipafily or municipal entity in contravention of. or that Is not In accordance with, a raqidrement of this Act, and which has not been 
condoned In terms of section 170; 

(b) expenditure incurred by a municipality or municipal entity In contravention of, or that Is not In accordance with, a requirement of the Municipal Systems Act, and which 
has not been condoned in terms of that Act; 

(c) expenditure Incurred by a municipality in contravention of, or that b not in accordance with, a requirement of the Public Office-Bearers Ad, 1998 (Act No, 20 of 19BS); 

(d) expenditure moaned by a municipality or municipal entity In contravention of, or that is not In accordance with, a requirement of the supply chain management policy 
of the municipality or entity or any of the municipalitys by-laws giving effect to such policy, and which has not been condoned in terms of such policy or bjHaw, 

but excludes expenditure by a municipality which falls within the definition of 'unauthorised expenditure’. 


19,1 IDENTIFICATION AND INTERNAL REPORTING 

Every expenditure Item is reviewed before payment Is made to Identify any instances of non-compliance with the relevant Ads and supply chain management policy of 
the municipality. Where an expenditure Item Is identified as irregular expendfiure, it is recorded in the Irregular expenditure register and reported to the accounting 
officer, mayor and council In terms of MFMA section 32. 


10,2 COUNCIL DECISION AND ACCOUNTING TREATMENT 

irregular expenditure reported to council is referred to the Municipal Public Accounts Committee (MPAC) for investigation and recommendation to council, Where MPAC 
after investigation, recommends to council to certify the irregular expenditure as Irrecoverable and write ■ off. the irregular expenditure is disclosed In tf» notes to the 
financial statements as certified and written - off by council as irrecoverable. Where MPAC determines after investigation, that the Irregular expenditure must be 
recovered from iha relevant official, the irregular expenditure is recognised as an asset (debtor) in the statement of financial position and also disclosed In the irregular 
expenditure note as irregular expenditure incurred m the current financial year. 


10,3 EXTERNAL REPORTING 

ThB accounting officer of the municipality promptly-informs the mayor, the MEC for local government In the provfrice and the Auditor - General, in writing, of: 

(a) Any irregular expendtiure incurred by the municipality; 

(b) Whether any person is responsible or under investigation for such Irregular expenditure; and 

(c) The steps that have been taken- 

(1) To recover or rectify such expenditure; and 
(ft) To prevent a recurrence of such expenditure 


is 
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FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expendKure is defined m section 1 of the MFMA as foltows; 

TfullleM and wasteful expenditure’ means Bxpendlure that was made in vain and would have been avoided had reasonable care been 


11,1 IDENTIFICATION AND INTERNAL REPORTHG 

Every wpendltwe item Is renewed before payment Is made to Identify whether it meets the definition of frdtaes and wasteful expenditure. Where an expenditure Item 
is identified as fruitless and wasteful expenditure, it is recorded in the fruitless and wasteful expenditure register and reported to the accomtirig officer mayor and 
council !n terms ot MFMA section 32. 

1U COUNCIL DECISrON AND ACCOUNTING TREATMENT 

FruiUess Md WBateJu! expendible reported to council Is referred to the Municipal PubUc Accouto Committee (MPAC) for bwestigation ant recommendation to council. 
Where MPAC after investigation, recommends to council to certify the frultloes and wastefu? expenditure as brecovsreble and write - off, the frtetless and wasteful 
expenditure.is d ® ciose d rn the notes to the financial statements as certified and written * off by council as Irrecoverable. Where MPAC detenmfoes after investigation, 
that the frult.s&saiid wasteful expenditure! mint be recovered from the relevant affldaf, the fruitless and wasteful expenditure Is recognised as an asset (debtor) in the 
datement of financial position and also disclosed In the fruitless and wasteful expenditure note as fruitless and wasteful expemfiture Incurred to the current financial year. 


11.3 EXTERNAL REPORTING 

The accounting officer of the municipality promptly informs the mayor, the MEC for local government in the province and the Auditor - General in writ™ oh 
(a) Any Irregiter expenditure toourred by the munfdpalny; 

(bj Whether any person Is responsible or under Investigation far such fruitless and wasteful expenditure; and 
(c) The steps that have bean taton- 

(I) To recover or rectify such expenditure; and 
(i) To prevent a recurrence of such expenditure 


Provisions a re reco gnised when the munlcipelity has a present or constructive obligation as a result of past events, it is probable that an outflow of resources embodying 
economic benefits will be requ'red to settle the obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reportir^ date ami adjusted to 
refleetthe cumsrt best estimate, where the effect Is material, non-current provisions are discounted to ther present value using a pre-tax dtecount rate that reflects the 
markers currant assessment of the time value of money, adjusted far risks specific to the ['ability (for example In the case of obfigaftons for the rehabilitation of land). 


The murUdpaSty does net recognise a oontfogant liability or contingent asset A contingent liability is disclosed unless the possibility of an outflow of resources 
embodying economic benefits is remote. A confrgent asset is disclosed where an inflow of economic benefits fa probable. 


Fulure events that may affect the amount required to settia an obligation are reflected in the amount of a prevision where there la sufficient objective evidence that they 
Wl1 0C ^ r , th ® “peeled dlepool of assets are not taken into account in measuring a provision. Provbfons ere not recognised for Mure operating bases. The 

present obligation under an onerous contract Is recognised and measured as a provision. 


A provision for restructuring mete is recognised only whan the following criteria over and above the recognition criteria of a provision have been met; 

(a) The munfcipairty has a detailed formal plan for the restructuring identifying at ieast: 

(b) The rnuNdpalfiyhfls raised a valkf expectation In those affected that It wM cany out tha restructuring by starting to Implement that plan or renouncing fte mafri 
THtureB to tnou arrseted by R. 


13,1 MUNICIPALITY AS LESSEE 

Leases ora daeatfted as finance teases where Mfostantlally all the rfekn and rewords weoriteed with ownership of an asset are transferred to the municipality. Property, 
plant and equipment or intangible assets subject to finance lease agreemerte are Initially recognised at the tower of the asset's fair value aid the present indue of the 
minimum lease payments. The corresponding liabilities are inflially recognised at the inception of the lean and are measured as tha eun of the minimum lease 
payments due In farms of the lease agreement discounted for the effect of Interest. In disco lading the lease payments, tha municipality uses the interest rde that exactly 
discounts the lease payments and unguaranteed residual value to tha fair value of the asset plus any direct costs incurred. 



Operating Ismsb are those Ii 
the relevant lease. 


that do not fell within the scope of the above definition. Operating lease rentals are accrued on a straight-line basis over the term of 



I LEM BE DISTRICT MUNICIPALITY 
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13.2 MUNICIPALITY AS LESSOR _. 

Under a finance lease, the municipality recognises the lease payments to be received In terms of a lease agreement as an asset (receivable). The receivable Is 
calculated as the sum of all the minimum lease payments to be received, plus any unguaranteed residual accruing to tha munidpaSty, discounted at the interest rate 
implicit In tha lease. The receivMjle is reduced by the capital portion of the lease instalments received, with the interest portion being recognised as Interest revenue on a 
time proportionate basis. The accounting policies relating to derecognition and Impairment of financial Instruments are applied to lease receivables. 

Rental income from operating leases Is recognised on a straight-line basis over the term of the relevant lease. 

The tariff in respect of sewerage is based on ttie value of consumption used from one point of meter supply 

U REVENUE 

14,1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered i goods sold, the value of which 
approximates the consideration received or receivable. 

Service charges relating to writer ere based on consumption. Meters are read on a monthly basis and are recognised as revenue when Invoiced. Provisional estimates 
of consumption are made monthly when meter readings have not been performed. The provisional estimates of consumption are recognised as revenue when Invoiced. 
Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have been read. These adjustments are recognised as revenue in 
the invoice period. Further adjustments are made to take into account staggered tariffs where applicable. The estknates of consumption between meter readings are 
based on 6 months average needing history, 

Service charges from sewerage and sanitation ere based on the value of consumption used from ore point of meter supply and this Is sat out in the tariffs of charges 
approved by Council. 

Revenue from the sale of water prepaid motor cards is recognized based on consumption except whore a reliable estimate cannot be made after every reasonable effort 
to gather appropriate Information had been made. In these instances, revenue is recognized at the point of sale. 

interest revenue is recognised on a lime proportion basis. 

Revenue from the rental of fadlltfes and equipment te recognised on a straight-line basis over the term of the lease agreement. 

Revenue from the sale of goods is recognised when substantially all fhe risks and rewards in those goods is passed to tha consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the principal) is limited to the amount of any fee or commission 
payable to the munlctpaMty as compensation for executing the agreed services. 


14,2 REVENUE FROM NON - EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions are transactions where the municipality receives revenue and provide no or a nominal consideration directly In return. 


A transaction can be a combination of exchange and non-exchange transactions. In these instances tha municipality determines what portion of tha transaction Is an 
exchange transaction and what portion Is a non-exchange transaction and theri recognise it separately. 

Most non-exchange transactions that Ihe municipality enters into involve stipulations on transferred assets are in terms in laws or regulations, or a binding arrangement, 
imposed upon tha use of a transferred asset by entitles external to the municipality. Sfipidations can either be In the foim of conditions or in the form of restrictions. For 
both conditions and restrictions the municipality may be required to ubo the transferred asset for a particular purpose. The municipality uses substance over form to 
determine whether a stipulation Is a condition or restriction. 

14,3 RECOGNITION , ^ . . . ljHia 

An Inflow of resources from a non-exchange transaction, other than services in-kind, that meets the definition of en asset are recognised as an asset when all of the 

following criteria have beenaatlsflsd: 

(a) When the resource Is controlled by the entity as a result of a past event; 

(b) It is probable that the future economic benefits or service potential associated with the resource will flow to the municipality; and 

(c) The fair value of ihe resource can be measured reliably. 

An Inflow of resources from a non-exchange transaction recognised as an asset Is recognised as revenue, except to the extant that a liability is also recognised In 
respect of the same Inflow (which Is the case when a stipulation is a condition). 

Liabilities ate recognised for conditions to be met which Is attached to the transferred asset. The liability is discharged and revenue recognised as the conditions are 
satisfied. 

The municipality does not recognise service in - kind. 

The municipality recognises revenue from vat refunds on cash basis. 
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144 MEASUREMENT 

Non-monotary assets such as property, plar* and equipment, investment property and inventory, acquired through a non-exchenge transaction, are initially measured at 
lie fair value on acquisition date. 

Monetary assets arising out of a contractual agreement such as cash and receivable*, ore Initially measured at fair value on acquisition date. 

Revenue le measured at the amount equal to the Increase to net assets (l.e. the net effect). 


The amount recognised as a liability to the best estimate of the amount required to settle the present obligation at the reportbq date. 

Revenue from vat refunds Is measured at gran amounts. 

15 BORROWING COSTS 

Borrowing costs that ere dtoatty attributebie to the acquisition, construction or production of qualifying assets are capltaMsed to the cost of that asset unless It is 
inappropriate to do so. The municipality cesses the capitaftorton of borrowing costa when substantially ell the activity to prepare the asset for its intended use or s.le 
are complete. It Is considered Inappropriate to capitalise borrowing costs where the Ihk between the funds borrowed aid the capita] asset acquired cannot be 
adequately eetabVehed. Borrowing costa Inctirod other than on qualifying assets are recognised ss an expense In surplus or deficit when Incrarad. 


16 EMPLOYEES BENEFITS 

141 SHORT-TERM EMPLOYEE BENEFITS 

The cost of short-term employee benefits, (those payable w&hto 12 months after the service le rendered, such as paid vacation reave and aide leave, bowses and non¬ 
monetary benefits such as medical care), are recognised in the period In which the service Is rendered. 

The expected ocst of compensated absences Is recognised as an expense as the employees render services that increase their entitlement or, in the case of notv- 
accum mating absences, when the absence occurs. 

The expected coot of bonus payments is recognised ss an expense when there Is a lege! or constructive obfigrtion to make such payments as a result of past service or 
performance and the obligation cart be estimrtBd relirtbly. 

Liabilities for short-term employee beneflte that are unpaid at year-end are meas Jred at the ^discounted amount that the miEiicipallty expects to pay in exchange for 
that service and had acc^nutated at the reporting date. 

16,2 POST- EMPLOYMENT BENEFITS 
16.2.1 DEFINED CONTRIBUTION PLANS 

A defined cortributlon plan is a plan under which the municipally pays fixed contributions into a separate entity. The muniripaJity has no legal or constructive obligation 
to pay further rorrtributlbns if the fond does not hold sufficient assets to pay at empfoyoes the benefits relating to service !n the current or prior periods. 

The municipally"* contributions to the defined contribution finds are established In tenrra ofthB roles governing those plans. Contributions are recognised to surplus or 
dcdlolt In the period in which the service Is rendered by the relevant employees, ioi'ess e nether standard requires or permits the Inclusion of the contribution to the cost of 
an asset. Prepaid contributions are recognised as an asset to the extant that a cash refund or a reduction in future payments ie available. 

The expected cost of bonus payments is recognised as an expense when there Is a legal or constructive obligation to make such payments as a result of past service or 
performance m id the obligation can be estimated reliably. 


Where contribtetons to a defined contribution ptan do not foil due wholly within twelve months after end of the period In which the employees render the related service, 
they are discounted using a rtek-tiee rate determined by reference to market ytekte at the reporting date on government bonds, or by reference to market yields on high 
quality corporate bondB. The municipality contribute® to various national-end provlndaf-acfmtoietered defined benefit plane an behalf of Its quNHying employee®. These 
fond® are multi-employer plans end are accoutred for as defined contribution plans as there la no consistent and reliabJs basis available for allocating the obligation, 
plan assets end cost to individual municipalities participating In the plan. The contributions to find obligations for the payment of retirement banefrte ere expensed in the 
year it becomes payable. Those multi-employer plans are actuarinlly valued annually on a nattonal-or provincial level using the projected unit credit method. Deficits ere 
recovered through lump sum payments or Increased future contributions on a proportional basis from al participating rmmlcipolities. Payments made to industry- 
menaged (or state plans) retirement benefit schemes are dealt with as defined contribution plans where the municipality's obfigatlon under the schemes is equivalent to 
those arising in a defined contribution retirement benefit plan. 


16.2.2 DEFINED BENEFITS PLANS 

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. It defines an amount of benefit that an employee will receive on 
ralhsment. The municipality's net obligation In respect of defined benefit plane b calculated separately for each plan by estimating the amouit of future barwfita that 
•toptoyees have earned In return for their sendee In the current «md prior periods. These benefits ere discounted to determine tie present vrtue. The amount recognised 
to the statemot* of financial posNon represertis the prasert value of the deftoed benefit obligation as aq listed for urvaoognfeed actuarial gains and losses and 
unrecognised past service costa, and reduced by the fair value of plan assets. 


Tha discount rate Is the yield rt the reporting dote on AA credit-rated bonds that have maturity dates approximating the terms of the munfcfoalty's obligations and that 
are denominated In the seme aarency in which the benefits are expected to be paid. The cafairtlon is performed annually by a Qualified actuary using the projected unit 
OBdlt method. When thecalcteaiton results Ini ■ benefit to the municipality, the recognised mat Is limited to the total of any in recognised past service costs and the 
present value of economic benefits available to tha form of any future refunds fiom the plan or reductions In future contributions to the plan. In order to calculate the 
present value of economic benefits, consideration Is given to any minimum funding requirements that apply to any plan In the municipality. An economic benefit is 
available to the miotlci parity if H b realisable during the fife of the plan, or on settlement of the plan liabilities. 

The expected cost of bonus payments Is recognised as sn expense when there Is a legal or constructive obligation to make such payments m a result of past service or 
performance end the obligation can be estlmrted reliably. 

When ft is virtually certain thrt another party wl reimburse some or all of the expenditure required to settle a defined benefit obligation, the right to refmburaament Is 
recognised as a separate asset. The asset is measured at fair vafciB. In all other respects, the asset Is treated in the same way as plan assets. The expense relating to a 
defined benefit plan Is presented ae the net of the amount recognised for e reimbmemsrtt. 

When the bsneflb of a plan are Improved, the portion of the Incraaesd benefit relating to part service by emptoyoes ie recognised In surplus or deficit on e rtralght-ltoe 
basts over the overage period until the benefits become vested. To the extent that the beneflte vest immsdirtely, the expense ie recognised Immediately In surplus or 


The municipality Immediately recognises all actuarial gains and tame arising from defined benefit plans directly to net assets. 


16.2.3 OTHER LONG - TERM BENEFITS PLANS 

Long service awards are provided to employees who achieve certain pro-determined milestones of service wtttUn the municipality. 

The municipality's net obligation to respect of tong service awards b the amoiait of future benefit that employees have earned In return for that service In the oorant and 
prior periods. The benefit Is discounted to deform toe Its present value and the Mr value of any notated assets le deducted to determine the net oblation. 

The discount rate Is the yield at the reporting date on AA credfi-rated bonds thrt have maturity datsB approximating the terms of the municipality's obligations. The 
calcuEatibn Is performed using the projected unit cred* method. Any actuarial gains and losses are recognised to surplus or defieft in the period in which they erne. 


16.2A TERMINATION BENEFITS 

Termination benefits are recognised ss an expense when the munfolpaflty is committed demonstrably, without realistic possibly of withdrawal, to a formal detOBed plan 
to either tenrinrte employment before the normal retirement dote, or to provide termination benefits as a result of an otter mads to encourage voluntary redundancy. 
Termination beneflte for voluntary redundancies are recognised ae an expense If the municipality has made an offer of volunlwy redundancy. It Is probable that the otter 
will be accepted, and the number of acceptances can be estimated reliably. If beneflte are payable more than 12 months after the repotting period, then Uiay are 
(■acounted to their present value. 1 
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VALUE ADDED TAX (VAT) 

The municipaVty accounts for VAT on the cash basis. The municipality is liable to account for VAT at the standard rata {14%} In terms of section 7 (1} (a) of the VAT Act 
in respect of the supply of floods or services, except where the supplies are specifically zero-rated In terms of section 11. exempted in taims of sertion 12 of the VAT Act 
or is out of scope for VAT purposes. The municipality accounts for VAT on a monthly basis. 


IS IMPAIRMENT OF ASSETS _ , j M ^ 

Primary objective for cash generating assets is to generate a commercial return and the primary objective for non- cash generating asset is service delivery. The 
municipality uses the following sets of questions as a criteria to distinguish between cash generating and non-cash generating assets: 

(a) Was the asset acquired to generate a commercial return? 

(b) Dees the asset operate independently from other assets? 

(c) Does the asset generate cash Bows Independently from other assets? 

If the answer Is yes to all of these questions, then the municipality accounts for the asset as a cash generating asset If the above criteria is not met, the miaiicTpalily 
accounts for the asset as non-cash generating asset. 


The municipality assesses at each reporting date whether there Is any indication that an asset may be Impatoed. If any such Indication exists, the municipally esfrnotes 
the recoverable service amount of the asset 

Irrespective of whether there Is any Indication of impairment, the municipality also: 

- teste Intangible assets with an Indefinte useful life or [feasible assets not yet available for use for impairment annually by comparing Its carrying amount with Its 
recoverable amount. This Impairment tost Is performed during the annual period and at the same time every period. 

If there is any Indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset If it is not possible to estimate the 
recoverable service amount of the individuN asset, the recoverable service amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or a non - cash generating imit is the higher of Hb fair value lass costs to sell and Its value in use. The recoverable carrying 
amount Is higher of its fair value lass cost to sell and Its value in uso. 

Value In use of a cash generating asset is determined as the present value of the estimated future cash flows expected to ba derived from the continuing use of an asset 
and from its disposal at the end of its useful life. Value in use of a non cash generating asset Is determined as the present value of the assefs remaining service 
potential. 

If the recoverable service amount of on asset is less than Ite carrying amount the carrying amount of the asset is reduced to Its recoverable service amount. That 
reduction Is an impairment loss. 

An impairment toss of assets carried at cost less any accumulated depreciation or amortisation is recognised Immediately in surplus or deficit Any Impairment loss of a 
revalued asset is treated as a revaluation decrease. 

An impairment loss Is recognised for cash-generating units If the recoverable service amount of the unit Is less than the carrying amount of the unit. The Impairment loss 
is allocated to reduce the carrying amount of the assets of the unit as follows: 

- to the assets of the unit, pro rate on the basis of the carrying amount of each asset in the unit, 

The municipality assesses at each report!^ date whether there Is any indication that an impairment loss recognised in prior periods for assets may no longer exist or 
may have decreased. If any such Indication exists, the recoverable service amounts of these assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment lose does not exceed the carrying amount that would have been determined had 
no Impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised immediately In surplus or deficit. Any reversal of 
an impairment loss of a revalued asset is treated as a revaluation increase. 


10 RELATED PARTIES , ^ 

The municipality operates in an economic sector currently dominated by entities directly owned by the iLembe District Municipality. As a consequence of the 
constitutional independence of the three spheres of government In South Africa, only entities within the national sphere of government are considered to be related 
parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including those charged with the governance of the 
municipality In accordance with legislation, in instances where they are required to perform such functions. 

Close members of the family of a parson are considered to be those family members who may be expected to Influence, or be influenced by, that management In that 
dealings with the municipality. 

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed. 

20 EVENTS AFTER REPORTING DATE 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the date when the financial, statements are 
authorised for issue. Two types of events can ba Identified: 

- those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting data); and 

- those that are Indicative of conditions that arose after the reporting date {non-adjusting events after the reporting date). 

The municipality will adjust the amount racogrased in the financial statements to reflect adjusting events after the reporting date once the event occurred. 

The munldprfty will disclose the nature of the event and an estimate of Its financial effect or a statement that such estimate cannot be made in respect of all matenal 
non-adjusting events, where non-disclosure could Influence the economic decisions of users taken on the basis of the financial statements. 


21 COMMITMENTS 

Items are classified as commitments when an entity has committed itself to future transactions that will normally result to the outflow of cash. 

Disclosures are required in respect of unrecognised contractual commitments, . 

Commitments far which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the financial statements, if both the following criteria are 
met: 

- Contracts should be non-cancsllable or only cancellable at significant cost {for example, contracts for computer or building maintenance services): and 

- Contracts should relate to something other than the routine, steady, stale business of the entity - therefore salary commitments rdafeig to employment 
contracts or social security benefit commitments are excluded. 
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TRADE AND OTHER RECEIVABLES FROM 
2 EXCHANGE TRANSACTIONS 
Trade reggjvables 
For the period ended 30 June 2019 

Service debtors 

Water and Sewerage 
Direct Payments 

Total 

Other Receivable? 

Umngenl water debtor 
Accrued interest 
Jlembe Enterprise 
Outstanding deposits 
Sundry Debtors 
Other debtors 
RD Cheques 
Vat receivable 
Total other Receivables 


Gross Balances 

Allowance for 
Impairment on 
receivables 

Net Balance 

R 




350 732 511 

(250 265 210) 

100467 301 

(51 804) 

- 

(51 804) 

350 6B0 707 

(250 265 210) 

100415497 

2 062 716 


2 062 718 

871 751 

*■ 

871 751 

314 215 

*' 

314 215 

12 645 671 


12 645 671 

3469 

. 

3 469 

15 897 824 

- 

15897 824 


VAT is payable on cash basis. VAT Is paid over to 
SARS only once payment is received from debtors. 
Total Trade and other receivables 

as at June 2016 

PnT^n^n ri 

itesatea 
Service debtors 

Water and Sewerage 
Direct Deposits 
Total 

fltbor rreeiYflblps 
Umngeni water debtor 
Accrued interest 
Outstanding deposits 
Sundry Debtors 
Other debtors 

Sundry Debtors - F/W Expenditure 
Vat receivable 

Other receivables 

Total Trade and other receivables 
Summary of Debtors bv Customer Classification 


For the period ended 30 June 2019 
Current (0 - 30 days) 

31 -60 Days 
61 - 90 Days 
91 -120 Days 
121 -365 Days 
+ 365 Days 
Sub-total 

Less: Allowance for imapirment on receivables 

Total debtors by customer classification 


at 30 June 2018 
Restated 

Current (0 - 30 days) 

31 - 60 Days 
61 -90 Days 
91 -120 Days 
121 -365 Days 
+ 365 Days 
Sub-total 

Less: Allowance for imapirment on receivables 
Total debtors by customer classification 


366 578 531 

(250 265 210) 

116313 321 

273 390 840 
(2 010 795) 

(186 482 910) 

86 907 930 
(2 010 795) 

271 380 045 

(186482 910) 

84 897 135 


749 373 

- 

749 373 

2 073 133 


2 073 133 

14 533 890 

{6177 849) 

8 356 041 

76 804 

(76 804) 

* 

4 670 100 

- 

4 670 100 

22 103 299 

^111 ■! !■ 

15 848 646 


293 483 344 

(192737 563) 

100 745 782 

Residential 

Industrial/ 

National and 


Commercial 

Provincial 



Government 

R 

R 

R 

25 789 945 

3 498 076 

4 307 527 

6 094 942 

600 482 

926 384 

10 786 571 

335 156 

1 057 645 

11 703 787 

373 227 

850 780 

14168 382 

297 488 

571 366 

248 558 788 

2 725 554 

18 086 411 

317102414 

7 829 984 

25 800113 

(226268 452) 

(5 587 086) 

s 

CO 

1 

00 

90 833 962 

2242 898 

7390 440 


8 347 904 

1 972 255 

2 379 166 

17 189 276 

481 361 

1 319 814 

10 128 801 

188 552 

1 030 286 

6 401 878 

137 460 

725 134 

13 564 214 

98 812 

502 944 

192 084 913 

1 459 353 

15 358 717 

247 736987 

4337 792 

21 316 061 

(168 984134) 

(2 958 856) 

(14539 921) 

78 752 853 

1 378 936 

6776141 
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2019 2018 

R R 

Restated 


Water and Sewerage: Ageing 

Current (0 - 30 days) 

31-60 Days 

61 - 90 Days 

91-120 Days 

121 -365 Days 
+ 365 Days 

Total 

33 595 548 

7 621 808 

12 179 372 

12 927 794 

15 037 236 

269 370 753 

12 699 325 
18 990 450 

11 347 639 

7 264 472 
14185 970 
208 902 984 

350 732 511 

273 390 840 

Reconciliation of the doubtful debt provision 



Balance at beginning of the year 

Contributions to provision 

Bad debts recovered/ Consumer Accounts Adjustments 

Doubtful debts written off against provision 

Balance at end of year 

(186 559 714) 

(65 022 454) 
(479 092) 

1 719 245 

(144 859 064) 
(41 676 124) 
(3 039 733) 

3 015 207 

{250 342 015] 

(186 559 714) 

3 CASH AND CASH EQUIVALENTS 



Cash and cash equivalents consist of the following: 

Petty cash and cash on hand 

Bank statement balance 

44 000 

174 658 791 

44 000 
70 659 174 

174 702 791 

70 703174 


The Municipality has the following bank accounts: - 

Water Bank Account 

ABSA Bank Account - Durban Branch 
Account Number 4057876321 - Current Account 


Cash book balance at beginning of year 

24 088 

24066 

Cash book balance at end of year 

15 341 

24 086 

Bank statement balance at beginning of year 

1 963 162 

856 768 

Bank statement balance at end of year 

2 802 188 

1 963 162 

Salaries Bank Account 



First National Bank - Durban Branch 

Account Number 62006302385 - Current Account 



Cash book balance at beginning of year 

1 553 521 

(1 847 676) 

Cash book balance at end of year 

608 944 

1 553 521 

Bank statement balance at beginning of year 

1 572 176 

32 506 

Bank statement balance at end of year 

613 044 

1 572 176 

Main Bank Account 

First National Bank Account - Durban Branch 

Account Number 50851211546 ; Current Account 

Cash book balance at beginning of year 

20 746 862 

1 506 472 

Cash book balance at end of year 

11 351 214 

20 746 862 

Bank statement balance at beginning of year 

20 759 130 

1 523 674 

Bank statement balance at end of year 

11412 206 

20 759130 

Revenue Bank Account 

First National Bank - Durban Branch 



Account Number 62409366722 : Current Account 

Cash book balance at beginning of year 

14966 407 

1 243 347 

Cash book balance at end of year 

23 213 486 

14 966 407 

Bank statement balance at beginning of year 

12 963 561 

414 843 

Bank statement balance at end of year 

20160 326 

12 963 561 
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2019 2018 

R R 

Projects Bank Account 

First National Bank - Durban Branch 
Account Number 62046718641 - Current Account 


Cash book balance at beginning of year 

70 437 

91 

Cash book balance at end of year 

745 752 

70 437 

Bank statement balance at beginning of year 

95 906 

51 

Bank statement balance at end of year 

745 752 

95 908 

Inter Bank Transfers 

Investment Current Account 

ABSA Bank Account - Durban Branch 

Account Number 9114541258: Call Account 



Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 

831 

535 

1 134 
831 

Investment Current Account 

FNB Bank Call Account - 

Business Nstd: 62129309937 Call account - 



Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 

6 362 957 

38 816 243 

6 362 957 

Investment Current Account 

FNB Call Account - 

Account Number 61085067093 - Call Account 



Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 

9 996 661 

5044 344 

9 996 661 


Investment Current Account 

First National Bank Account - Durban Branch 

Account Number 62758088746: Call Account 

Bank statement balance at the begining of the year 14 857 081 

Bank statement balance at the end of the year 22 723 14 867 081 


Investment Current Account 

First National Bank Account - Durban Branch 

Account Number 62773448462: Cali Account 

Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 57 224 

Investment Current Account 

First National Bank Account - Durban Branch 
Account Number 62773447729: Call Account 

Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 48 568 

Investment Current Account 

First National Bank Account - Durban Branch 
Account Number 62773446929: Call Account 

Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 681 417 

Invwtmant Currant Account 

First National Bank Account - Durban Branch 

Account Number 62773449965: Call Account 

Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 4 220 963 

Investment Current Account 

First National Bank Account - Durban Branch 
Account Number 62773451366: Call Account 

Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 26 056 862 


Investment Current Account 

First National Bank Account - Durban Branch 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For the period ended 30 June 2019 


2019 

R 

Account Number 62796879206 : Cal! Account 
Bank statement balance at the begining of the year 

Bank statement balance at the end of the year 3 474 702 

Investment Current Account 

First National Bank Account - Durban Branch 

Specify (INVESTEC BANK (1100435877457):Catt 

Account 

Bank statement balance at the begining of the year 978 885 

Bank statement balance at the end of the year 


Investment Current Account 

INVESTEC FIXED 

Specify (INVESTEC BANK (1100435Q77503):Call 
Account 

Bank statement balance at the begining of the year 

Bank statement balance at the end of the year i 322 023 

Investment Current Account 

First National Bank 

Account Number 62313562309: Call Account 

Bank statement balance at the begining of the year 1 108 822 

Bank statement balance at the end of the year 59 179 672 


2016 

R 


978 885 


2 011 967 

1 106 822 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For the period ended 30 June 2019 



2019 

2018 

Inveetmant Current Account 

First National Bank Account - Durban Branch 

Account Number 62773451366: Call Account 

R 

R 

Bank statement balance at the begining of the year 



Bank statement balance at the end of the year 

- 

« 

Petty cash and cash on hand 

44 000 

44 000 

Total Investments 

138 925 275 

33 305 238 

Bank Statement Balance 

35733 516 

37 353 937 

Cash book balance at beginning of year 

37 405 315 

1 852 001 

Cashbook balance at year end 

35 978 739 

37 405 315 


4 TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Total Other Debtors 


5 INVESTMENT IN CONTROLLED ENTITY 

Investments in cotrolledl entity - Enterprise llembe Development Agency 
% Holding 

Ordinary Share: 100 @ R1 each 

6 INVENTORIES 

Opening balance of Inventories: 

Consumable stores - at Net Replacement Cost 
Water 

Movements: 

Consumable stores 
Water 

Closing balance of Inventories: 

Consumable stores 
Water 


There Is no inventory pledged as a security for liability. 


7 NON-CURRENT RECEIVABLES 

Staff Debtors 

Councillor A Baardman Salary Overpayment 
Less: Provision for bad debts 

Total 

These loans were as a result of bursaries granted to 
certain staff members as part of a bursary scheme 
approved by council in previous financial years. 



- 

- 


100 

100 


100% 

100% 


7 917 309 

13 020 058 

6 771 191 

12 109 477 

1 146 118 

910 581 

3 373 005 

(5102 749) 

3 376 322 

(5 338 285) 

(3 317) 

235 537 

11290 313 

7 917 309 

10 147 513 

6 771 191 

1 142 800 

1 146 118 


193 321 

457 897 

334 763 

362 102 

528 AA4 

819 999 


8 INVESTMENTS 


Financial In struments 
ABSA zero coupon investment 
Long Term Investment 

Current Term Investment 

i nrs investment nas Deen ceaeo as security against tne 
long term loan from ABSA disclosed in Note 15. 

The term of investment ends in May 2020 and it will be 
utiiised to settle the ABSA Loan on Note 15. 


28 719 769 


27 286429 
0 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For the period ended 30 June 2019 


11 HERITAGE ASSETS 

Mayoral Chain Total 

11,1 Reconciliation of carrying value 

R 


As at 1 July 2018 

205 578 

205 578 

Cost 

205 578 

205 578 

Accumulated impairment losses 

- 

- 

For the period ended 30 June 2019 

205 578 

205 578 

Cost 

205 578 

205 578 

Accumulated impairment losses 

- 

- 


Reconciliation of carrying value 

Mayoral Chain 

Total 


R 

R 

as at July 2017 

205 578 

205 578 

Cost 

205 578 

205 578 

Accumulated impairment losses 

- 

- 

as at June 2018 

205 578 

205 578 

Cost 

205 578 

205 578 

Accumulated impairment losses 

- 

- 


The nature of the heritage asset the municipality has is Mayoral chain. 
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ILEMBE DISTRICT MUNICIPALITY- DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For the period ended 30 June 2019 


12 INTANGIBLE ASSETS 


12 Reconciliation of carrying value 


As at 1 July 2018 

Cost 

Prior year error (Cost) 

Prior year error (Amortization) 

Accumulated amortisation and impairment losses 

Acquisitions 
Other Movements 
Amortisation 

Canying value of disposals 
Cost 

Accumulated amortisation 


For the period ended 30 June 2019 

Cost 

Accumulated amortisation and impairment losses 


12 Reconciliation of carrying value 


As atl July 2017 

Cost 

Prior year error (Cost) 

Prior year error (Amortization) 

Accumulated amortisation and impairment Josses 

Acquisitions 
Other Movements 
Amortisation 

Carrying value of disposals 
Cost 

Accumulated amortisation 

Impairment loss/Reversal of impairment loss 

Transfers 

Other movements 

As at 30 June 2018 

Cost 

Accumulated amortisation and impairment Josses 



Computer Software 

Total 

Licenses 




R 

R 


Restated 

Restated 

3 156 369 

2 090 839 

5 247 208 

5 834 201 

6205 478 

12 039 679" 

0 ; 

335 615 

335 615 


(2 757) 

(2 757) 

(2 677832) 

(4 447 497) 

(7 125 329) 


3111 087 | 


3 111 087 

. (972 095) 

(1 278 821) 

(2 250 916) 

,_ (2?L 

(13 210) 

(13 233) 

(49 212) 

(27 903) 

(77 115) 

49 190 

14 692 

63 882 

5 295 339 

798 808 

6 094 145 

8 896 076 

6 513190 

15 409 266 

(3 600 737) 

(5 714 383) 

(9 315 120) 


Computer Software 

Total 

Licenses 



R 

R 

R 


Restated 

Restated 

3 157 152 

3 318 488 

6475 642 

6 575 760 

7 820 079 

14 395 839 

- 

(1 811 402) 

(1 811 402) 

■ 

2 961 958 

2 961 958 

(3 418 608) 

(5 652 148) 

(9 070 755) 



196 800 

196 800 

(775) 

(1 757 308) 

(1 758 083) 

(8) 

■ 

(8) 

(741 559) 

- 

(741 559) 

741 551 

- 

741 551 

3 156 369 

1 757 981 

4914 350 

5 834 201 

6 205 478 

12 039 679 

(2 677 832) 

(4 447 497) 

(7 125 329) 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For the period ended 30 June 2019 


13 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 
Trade creditors 

Consumer debtors with credit balances 
llembe Enterprise 

Provision and Impairmantllmngenl Capital Unit Charges 

Staff leave accrual 

Outstanding Payments 

RD Cheques 

Creditors Accruals 

Other creditors 

13th Cheque 

Consumer water deposits 
Vat payable 
Total creditors 


IDM 

IDM 

2019 

2018 

R 

R 


Restated 

75 122 225 

76 551 397 

10 004 261 

7 504561 


646 698 

45 385 302 

33 569 980 

14 856 753 

13 680 688 

61 189 

54 960 

42150 

42 150 

49 396 297 

57125 454 

26 421 360 

37 967 621 

5 576 401 

5 251 958 

5 374 616 

5 249 743 

16 323 956 


247 564 631 

237 635 209 


The fair value of trade and other payables approximates their carrying amounts. 


General Povlslons 


descrption -.- 

Urnoenl Water 1 Spring Grove Dam Capital Unit Charges (CUC) 1-- 

AMOUNT 

45 365 302,39 

This is a historical matter where Umngenl water sanctioned construction of spring grove dam of which the construction costa were to be shared 
amongst Its clients based on the principle of cross subsidization, llembe district municipality previously disputed this charge on Ihe basis that 
there was no direct benefit eince the scheme In question did not feed to the lines supplying water to the district. The matter had been referred to 
SALGA far mediation and SALGA recommended that all the municipalises benefiting from Umngenl water distribution system should contnbute 
(based on the cross subsidization principle) towards fee construction costs of the spring grove dam but before doing so. an agreement must be 
entered between the two parties. Based on SALGA's recommendation, ILembe District Municipal Council has subsequently rescinded the 
previous council decision not to contribute. In rescinding this decision, the accounting officer was then mandated to facilitate signing of 
agreement with Umgenl'wator which should take into consideration reversing all previous charges. Incorporating all payments previously made 
and determining the future payment plan. At the time of concluding compilation of the annual financial statements, the matter was still under 
discussions wilh Lfmganl water In terms of finalizing Ihe agreement. 

According to the Information received from Umgeni Water, as at 30 June 2019, the status Is that the agreement had bean referred to the 
Department of Water & Sanitation and the response is being awaited thereof. 


Provision based on Umgeni Water claims submitted up to 30 June 2019 

45 385 302,39 


14 TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSACTIONS 


Unspent Conditional Grants and Receipts 
Provincial Township Establishment 
RBIG 

Water Services Infrastructure Grant 
Ma&slfication Grant 

Total Unspent Conditional Grants and Receipts 


1 200 000 1 200 000 
23 364 491 14 579 853 

51 324599 

830 597 _l 

76 719 688 15 779 853 


Non-current unspent conditional grants and receipts - 76 Tig aas 15 779 863' 

Current portion of urupent conditional grants and receipts ^^^ 


See Note 21 for reconciliation of grants and receipts. These amounts are invested in ring-fenced until utilised. 


15 BORROWINGS 

Development Bank of South Africa 
ABSA 


Less : Current portion transferred to current liabilities 

Development Bank of South Africa 

ABSA 

Non current portion of borrowings 


44 772 3B0 
30 796 562 

49 219 338 
30 796 562 

76568 942 

80 Q16 900 

37 342 526 

7 164 463 

6545 964 
30 796 562 

7 164 483 


38 226 416 

72 851 417 


Development Bank of South Africa 

Bear Interest at rates between 9.02% and 11.04% per annum and are repayable every six months with the last repayment due on 30 September 2025. 

ABSA Loan 

Bears Interest at 10.8% per annum. Interest is paid quarterly and the loan Is repayable In 2025. 

Refer to Appendix A for more detail on borrowings. 


The municipality cunenlfy has a loan commitment with ABSA amounting to R3Dmillion which expires In 
May 2020. The loan is secured by a sinking fund investment with ABSA currently valued at R28.7 million 
which appears Zero Coupon Investment on Note 8. 


16 LEASES 


16,1 FINANCE LEASE LIABILITY 


Present value 


For the period ended 3D June 2019 ^'chalgos*** 

Future finance 
charges 

Future Insurance 
charges 

of minimum 
lease payments 

D 

Amounts payable under finance leasee R 

R 

R 

K 

Within one year 3 ^121? 

553 609 
22 322 

613 640 
85 803 

1 B67 971 
314989 

Within two to five years -315F 

575 931 

699 442 

2 162 960 

n + .. . 3 035 219 

563 609 

613 640 

1 867 971 




314989 

The leases are for computers aqulpment that are utilised in Ihe course of performing the Municipality's powers and functions. 




Computer equipment leases are for three yearn. The Interest rate charged is linked to the prime rate. The termination date Is 30 September 2020. The leases are repaid monthly and 

Include maintenance and Insurance. At termination of the leases the computer equipment revert to the lessor. 

a. at Manama Minmwnnbn.. 

Amount* payable under finance teaae8 R 

Future finance 
chargBB 

R 

Future Insurance 
charges 

R 

Present value 
of minimum 
lease payments 

R 

w^r,T „ ;sss 

1 112 739 
575 931 

557 854 
699 442 

1 0B8 697 
2182 960 

Wilhin two to five years - an ' 

1 688 670 

1 257 207 

a 271 657 

Less: Amount due for settlement within 12 months (current portion) 2 759 290.45 

1 112 739 

557 854 

1 088 697 



2182 960 































ILENBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
Forth! period ended 30 June 2019 


16j2 OPERATWG LEASES 

liiN of Motor Vehlolee 

At reporting date, the Municipality has a month on month contract with Wesbank for the lease of motor vehicles. The contract 
had been initially entered Into In October 2015 for a period of 36 months which expired In October 2017. The contract was 
Initially classified as a francs lease and, upon expiry of the initial contract, this was oiasalfled as an operating lease (on the 
basis of the contract having been modified to month on month). Thera is no future ftunclal commitment to be disclosed due 
to there being no fixed term contractual obligation. At 30 June 2018. the amount disclosed is for 6 months while it Is 12 
months for the ffciandal year under review. 

Photocopiers & Printers 

At the reporting date the municipality has outstanding commitments under operating leases which toll due es (blows: 

These amounts are the actual amounts per lease contracts after applying stralghtllnlng averaged over 36 months 


ions year 
In the second to fifth; 
After five years 
Total 


Included In the above commitments are the operating lease liabilities m lieu of differences between actual payments made 
based on the contractual obligation for actual services consumed and the deemed straight lining of rental amounts over 36 


Operating lease payments represent rentals payable by the municfpalty for ptvmtiea/properties. 

The lease was negotiated for period* ranging from 01 March 2019 months to £8 February 2022. The 


17 SERVICE CHARGES 
Sale of water 

Sewerage and sanitation chargee 
Revenue Forgone 
Total Service Chargee 

Sale of water Is broken down into prepaid sales and conventional 

17.1 Sale of Water 

Prepaid water sate 
Conventional meters water sales 

Revenue Forgone 
Total Water Setae 


18 RENTAL OF FACILITIES AND EQUIPMENT 


ILembe Auditorium 

Tatar rental* 


19 INTEREST EARNED - BANK BALANCES 
Bank 


20 INTEREST EARNED - OUTSTANDING RECEIVABLES 
Interact on debtors 


21 G0VEF 


ENT GRANTS AND SUBSIDES 


Operational Grants 
Equitable share 
Municipal Infrastructure Grant 
Other Government Grants and 

Capital Grants 
WSIG 

Municipal Infrastructure Grant 
Other Government Grants and 


Total Government Grant and Subsidies 

21.1 Equitable Share 

Balanoe unspent at beriming of year 

Current year receipts 

Conditions met - transferred to revenue 

21.2 Munlo^wl Infrastructure Grant 

Balanoe unspent at beginning of year 
Currant year receipts 

Conditions met - transferred to revenue - OPEX 
Conditions met - transferred to revenue - CAPEX 
Adjustments end Transfers 


star payments debtors (us note 4) 


■DM 

IDM 

2019 

2018 

R 

R 

19 768 079,99 

7 068 688,00 

2168 137 

1 028 181 

3 613 561 


5781 §98 


812 992,36 

337032,50 

inual Annlveasary of the 


116 672 500 

94 899 256 

37 387 757 

36 189 103 

(919 641) 

(837 043) 

153140 616 

130 251 315 

17 221 201 

42 347 451 

99 451 300 

52551 B04 

116 672 500 

94699 255 

(919 641) 

(837 043) 

115 762 669 

94062 212 

22189 

9676 

HMi 

9676 

12 284945 

8 086 492 

25 768 686 

15452 338 

468 600 049 

419 734 000 

23 992 147 

36 932 602 

2 731000 

2250 000 

49 175 401 

59644 753 

164 510 853 

176281015 

81101 765 

113 465 030 

790 111 215 

808 307 400 

488 600 049 

419 734 000 

(468 600 049) 

(419 734 00C) 

■ 


(16 109 492) 

168 503 000 


(23 992 147) 

196 126 000 

(164 510 853) 

(180 016 508) 

- 

- 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For the period ended 30 June 2019 



IDM 

IDM 


2019 

2015 


R 

R 

21,3 MASSIFICATION GRANT 

Balance unepent at beginning of year 

Current year receipts 

6000 000 


Conditions met - transferred to revenue 

(5 169403) 


Adjustments end Transfers 


- 

Conditions still to be met - remain liebllLtiss {see note 14} 

830 697 

- 

21,4 REGIONAL BULK INFRASTRUCTURE GRANT - LTBWSS 

Balance unepent at beginning of year 

14 579 853 

(27 423 456} 

Current year receipts 

75 446 000 

145 000 000 

Conditions met - transferred to revenue 

(66 661 362) 

(102 996 691) 

Adjustments and Transfers 

- 

- 

Conditions still to be met - remain liabilities {see note 14} 

23 364 491 

14 579 853 

21,5 RURAL TRANSPORT SERVICE 

Balance unspent at beginning of year 

. 

- 

Current year receipts 

2 271 000 

2 266 000 

Conditio ns met - transferred to revenue 

(2 271 000) 

(2 266 000) 

Adjustments and Transfers 

- 

- 

Conditions met 


" 

21,6 TOWN PLANNING GRANT 

Balance unspent at beginning of year 

. 

_ 

Current yeaT receipts 

- 

300 000 

Conditions met - transferred to revenue 

- 

(300 000) 

Adjustments and Transfers 

Concftions met 

' 

■ 

21,7 WATER SERVICES INFRASTRUCTURE GRANT 

Balance unspent at beginning of year 

- 

(3 928174) 

Currant year receipts 

100 500 000 

62500 000 

Conditions met - transferred to revenue 

(49 175 401) 

(58 571 826] 

Adjustments and Transfers 

Conditions still to be met - remain llabllltlea (see note 14) 

51324 699 


21,8 PROVINCIAL TOWNSHIP ESTABLISHMENT 

Balance unspent et beginning of year 

1 200 000 

962 942 

Current year receipts 

Conditions met - transferred to revenue 


“ 

Adjustments and Transfers 


237 058 

Conditions still to be met - remain liabilities (see note 14) 

1 200 000 

1 200 000 

21,9 ENERGY EFFICIENCY AND DEMAND-SIDE 

Balance unBpent at beginning of year 

. 

. 

Current year rocoipte 

7 000 000 

6 000 000 

Conditions met - transferred to revenue 

(7 000 000) 

[6 000 000) 

Adjustments and Transfers 

- 

- 

Conditions met 



21,10 FINANCIAL MANAGEMENT GRANT 

Balance unspent at beginning of year 

- 

- 

Current year receipts 

1000 000 

1250 000 

Conditions met - transferred to revenue 

[1 000 000) 

{1 250 000) 

Adjustments and Transfers 


- 

Conditions met 



21,11 EXPANDED PUBLIC WORKS PROGRAMME 

Balance unspent at beginning of year 

- 

- 

Currant year receipts 

1 731 000 

1 000 000 

Conditions met - transferred to revenue 

(1 731 000) 

(1 000 000) 

Adjustments and Transfers 

- 

- 

Conditions met 



22 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 

22,2 Other income 

Tender Documents 

200 244 

460192 

Clearance certificates 

1 574 695 

1 312 108 

Private developers 

236 766 

- 

Size Water Concession 

1 784 837 

2 140 643 

Shared Service 

2117666 

4 066 152 

Enterpriso Elembe 

- 

696 693 

LG Seta Income 

380 432 

- 

Bad debt Recovered, Air valve installation, Commission 

86 655 

246 499 

6 381 298 

8 922 486 

22,2 Fines and PsnsHiss 

Illegal Connections 

113559 

86551 

Water Tampering 

31 568 

202 259 

Atmospheric Emission 

15 520 

77600 

Licences and Permits 

6269 


Disconnections 

8160 

13 828 


175 075 

380 438 
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23 EMPLOYEE RELATED COSTS 


ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FNANCIAL STATEMENTS 
For the period ended 30 June 2019 


IDM IDM 

2019 201B 

R R 


Employee refated caste - Salaries and Wages 

Employee related costa - Contributtons for U!F, pensions and medical aids 
Travel, motor car, accommodation, subsistence and other allowances 
Housing benefits and allowance* 

Overthne payments 
Performance and other bonuses 
Long-eervtoe awards 
Telephone Allowance 
Payments in lieu of Leave 
Non-Pension 

Other employee related ooats 
Employee Related Coats 

There were no advances to employees. 

Remuneration of the Municipal Manager 
Annual Remuneration 

Travel, motor oar, accommodation, subsistence 

Contr buttons to UIF, Medical and Pension Funds and other aBowancee 

13th Cheque Provision 

Peformance Bonus 

Total 

The position of a munfcfoe! manager is vacant 

Remuneration of the Chief Financial Officer 
Annual Remuneration 

Travel, motor oar, accommodation, subsistence 

Contifoutiona to UIF, Medical and Pension Funds and other allowances 

Peformance Bonus 

Total 


. Remuneration of Fnifvtduel Executive Directors 

For the period ended 30 June 2019 
Annual Remuneration 

Travel, motorcar, accommodation, subsistence and other allowances 
Contributions to UIF, Medical and Pension Funds 
Performance Bonus 
Total 


June 2018 
Annual Remuneration 

Travel, motorcar, accommodation, subsistence and other allowances 
Contributions to UIF, Medical and Pension Funds 
Performance Bonus 
Total 


24 REMUNERATION OF COUNCILLORS 
Mayor 

Deputy Mayor 
Speaker 
Chief Whip 
Executive Committee 
All Other Councillors 
Total 

24.1 MAYOR 

Allowances and Servtee Related Benefits 

Basic Salary 

Cell phone Allowance 

Market Related Non-Pensjonable Allowance 
Travelling Allowance 
Use of Personal Facilities 
Social Contributions 

Medical Aid Benefits 
Pension Fund Contributions 

Total 

24.2 DEPUTY MAYOR 

Allowances and Service Related Benefits 
Basic Salary 
Cel phone ABowance 
Housing Allowance 
In-Wnd Benefit* 

Market Related Non-Petiabnable Allowance 
Motor Vehicle Allowance 
Office-bearer Allowance 
Out of pocket Expenses 
Travelling Allowance 
Use of Petwnal Faollltfee 
Social Contribution* 

Medical Aid Benefit* 

Pension Fund Contributions 

Total 

24.3 SPEAKER 


132 742 891 
28 821 412 

6 241 523 
506 691 

3423 548 
10112 565 
1 079 325 

1 472 970 

2 687 854 

7 361178 


120 593 506 
27 009 458 

5 508 417 
553 712 

6 065 370 
9109 560 

734 000 
1 358 973 
3 367168 
6121 062 
6 524436 



202160059 

186 965 671 


780 490 

113533 


75 629 

14 783 


61 933 

297 

B 279 
120 454 


918 062 

257 346 


1036722 

609 577 


759BB 

54 000 


1785 

1 338 


1114 395 

664 916 

Technical 


Corporate 

Servlcei 

Corporate Service* 

Governance 

R 

R 

R 

315 831 

509440 

592 166 

5C 000 

137 009 

32100 

23 471 

02 857 

1 190 

- 

- 

- 

389 302 

709 306 

625 476 

R 

R 

R 

1 171 721 

B97550 

210 693 

- 

283373 

10 500 

1 636 

85417 

446 

12 782 

36 964 

97 900 

1 166139 

1303 313 

319 639 


1 047 528 

1 008608 


846182 

615 206 


846 182 

616 207 


2205182 

2 197 634 


3658 774 

3 568 639 


8 603 847 

8 405 693 


700 483 

667 925 


40 800 

40 800 


205 411 

58 080 


100 834 

242 002 


1047 528 

1 006 808 


604037 

580 604 


40800 

40800 


. 

* 


27381 

26 328 


173965 

167 274 


846 182 

815206 


BbbEc Salary 
Cel phone Allowance 
Housing Allowance 
In-kLnd Benefits 

Market Related Non-PensbnaHe Allowance 
Motor Vehicle Allowance 


587451 

558 679 

40800 

40800 

78536 

35 917 



















ILEMBE DISTRICT MUNICIPALITY - DQ29 
NOTES TO THE FINANCIAL STATEMENTS 
For the period ended 30 June 2019 


Office-bearer Allowance 
Out of pocket Expanses 
Travelling Allowance 
Use of Personal Facilities 
Social Contribution* 

Medical Aid Benefits 
Pension Fund Contributions 

Total 


24,4 EXECUTIVE COMMITTEE 

Allowances and Service Related Benefits 
Basic Salary 
Cell phone Allowance 
Housing Allowance 
In-klnd Benefits 

Market Related Nan-Perwtonable Allowance 
Motor Vehicle Allowance 


Out of pocket Expenses 
Travelling Allowance 
Use of Personal Facilities 
Social Contributions 

Medical Aid Benefits 
Pension Fund Contributions 

Total 


24,5 ALL OTHER COUNCILLORS 

Allowances and Service Related Benefits 
Basic Salary 
CeD phone Allowance 
Housing Allowance 
In-kind Benefits 

Market Related Non-Fensbhable Allowance 
Motor Vehicle Allowance 
Office-bearer Allowance 
Out of pocket Expenses 
Travelling Allowance 
Use of Personal Facilities 
Social Contributions 

Medical Aid Benefits 
Pension Fund Contributions 

Total 


The Mayor, Deputy Mayor, Speaker and Executive Committee Members are full-time. Each la provided with an office and secretarial support at the cost of the Council 

The Mayor, Deputy Mayor and Speaker has use of the Council owned vehicle for official duties. The Mayor haa 4 full-time Protectors. 

25 DEPRECIATION, IMPAIRMENT AND AMORTISATION EXPENSE 

Depreciation 

I mpairment of Asaeta/Rever&al 
Intangible assets Amortisation 
Total Depreciation, Impairment and Amortisation 


The circumstances under Impairment of Proprerty Plant and Equipment were derived through verification and conditional 


26 FINANCE COSTS 

Borrowings 

Leases 

Total Finance Coate 

27 BULK PURCHASES 

Water 

Total Bulk Purchaaea 


IDM 

IDM 

2019 

2018 

R 

R 

139395 

179 811 

646152 

815 206 

1474 639.90 

1 426501,79 

122 400,00 

129200,00 

257 573,69 

291 243,12 

231 373,08 

235 236,30 

119195.07 

115 450.68 

2 205 181,74 

2 197 633,89 

2 287 369,77 

2 239 196,64 

2B5 600,00 

285 600.00 

430180,20 

413 634,90 

557 537,47 

536 093,87 

98 066.14 

94 313.60 

3 658 773,68 

3 568 839,01 

the cost of the Council. 


95 656 234 

80148 190 

6220 604 

(116 682) 

2 250 916 

1 758 063 

104 329 755 

81 789 590 

7187 025 

8 382B42 

967 599 

2182 764 

8154 624 

10 565 607 

150 578 471 

86 505 612 

150 578 471 

86 505 612 


The excessive Increase in bulk purchases is due to the commissioning of Lower Thutola Bulk Water Supply Schema Off takes aB weel as the 
effect of Incorporating the Spring Grove Capital Unit Charges which the municipality had to provide for. 














iLEWE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FNANCIAL STATEMENTS 
Forth* period ended 30 June2019 


IDM IDM 

2019 2016 

R R 


28 CONTRACTED SERVICES 


Contracted services for 

Plant Hire 

Security 

SAGE VIP license SLA. 

VIP Tolleto Expenditure (MEG Operations!) 

RuraJ Roads Asset* Systems Management Grant (RRAMSJ Expenditure 

ANALYSIS OF WATER AND EFFLUEN 

EEDSM IMPLEMENTATION - RETROFTT CONTRACTOR 

INTERNAL AUDIT 

mad led support hertegedny 

EPWP peas cutting 

EPWP Grass cutting - EPWP Funded 

Hygiene services 

Detagency to dean vector control took 
Cleaning services 

RISK MANAGEMENT AWARENESS 
Occupational Health and Safety 
CONSUMER DATA ANALYTICS 
LM SUPPORT 

medical services provided on SALGA games 

YOUTH PROGRAMME 

EAP Staff Award* Sound 

EAP CouicMIng Referrals to Psychologist 

AUDIT COMMITTEE 

PAYROLLSUPPORT 

consulting asset management 

MU N SOFT CONSULTWG FEES 

RISK MANAGEMENT COMMITTEE 

MEDICAL EXAMS 

EEDSM Consulting fees (EEPIBP) 

EEDSM Consulting fees ( Project Plannng } 

FOOD SAMPLING 

Legal Fees 

SALGA GAMES 

Gotten game district select;one 

Catering Services 

New Mater Connection 

Repel™ and Maintenance Contracted 

The excessive increase In plant hire is due to the high demand of water tankers tor puposes of augmenting water supply. 


30532 776 
28920 978 
121 266 
20862 738 
1976 725 
7 684 891 
4 317 338 
31000 
838 
1011003 
2 396 186 
96 474 
4 640 
793 080 
33 521 
317 830 
638210 
170400 
10428 
147 917 
2139 
13600 
194 390 
100 854 
475 580 


23 372 366 
21 805 090 
113 333 
28 532 283 
1 978 006 


35 360 

2B4 78B 
648142 
176455 

883 712 

180 750 
736 680 
171 641 
246 224 
246 224 
5 065 
13 650 
169 499 
179473 
634 415 


21B38 43 320 

25 900 7 020 

812127 
944 34B 

62113 35 652 

1 612 702 1 432 573 

207 033 8 050 

23 900 6 050 

379 589 208 745 

1182312 

- «WM34_3B46Q897 

119 319073 121599 452 
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LLEMBE DISTRICT MUNICIPALfTY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For tha period ended 30 June 2010 


29 GENERAL EXPENSES 

Included in general expenses are the followlng:- 

Advsrtoing 

Audit fees 

Bank chargee 

Bursaries 

Fuel and oil 

Insurance 

Legal expenses 

Licence fees - vehicles 

Membership fees 

Postage 

Printing and stationary 
Professional fees 
Disaster Management 
IDP & Planning 
Property rates 

Special Projects ■ Youth, Gender, HIV 

Telephone cost 

Training 

Travel and subsistence 
Uniforms & overalls 

Water and Sanitation - Stea Water Concession area 
Expenditure: Operational Cost: Indigent Relief 
Electricity & Water 

Local Economic Development Projects (Entity transfers) 
Consumables (Repairs and Maintenance) 

Operational Cost (Repairs and Maintenance) 

Shared Services 

Slza Water concession contract monitoring foe 

Vehicle Hire 

Other 


29.1 Repair* and Maintenance 

Repairs and Maintenance is made up of the following: 

General Expenditure {Inventory Consumed) 
Contracted Services 

Total Expenditure on Repairs and Maintenance 

29.2 Loss on sale of asset* 

Loss on sale of assets 

Total Gain I (loss) on sale of asset* 


IDM IDM 

2019 2018 

R R 


1 506 790 
3277 397 

42 B B9B 
204132 
10 022 382 
2570 819 

117 288 

2 333 049 
2 080 658 

149 360 

112 450 

389 699 

111 149 
121 739 
2 540 327 
1 632 191 

4 982 955 

26 537 231 
30 449 450 
7 390116 

5 295 192 


19 768 060 
14 089 325 

136109 677 


1 163618 

2 666537 
430291 

13 004 083 
2 330 891 

134 023 
2100 316 
1 404 764 
108 518 
1 634 B4B 
276 297 

626 087' 

123 267 

696 686 
153130 

1 365 016 

2 465 143 
28 800 009 
24 888 482 
15 690 928 

2 277 016 
483 804 
174 000 
7 068 6B8 
13 943181 

124 009 624 


12 6B5 308 15 690 928 

12 691 434 39 460 897 

25 376 742 551S1825 


6916516 351 989 


6 916 516_3S1 9 89 


30 CORRECTION OF PRIOR YEAR ERRORS, CHANGE IN ACCOUNTING POLICY AND ADJUSTMENTS 

Property, plant and equipment 

Prior year error on recognition of intelligent meters 
Trade and other Receivables from exchange transactions 
Correction of prior year transactions-Dobtors 
Revenue billing and indigent rebates adjustments 
Trade and other receivables from non exchange transaction* 

Reversal of prior year transactions-Opsratlg Lease 
Reversal of prior year trensactions-Tracb Creditors 
Other 

Provision for contribution to Capital Unit Charges, Umngani 
Correction of prior year trade creators. 


(71 143429) 

(418 448) 
1796521 

337 033 
2 352 554 

185 714 


(40 139 754) 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For ths period ended 30 June 2019 


Prepare, plant and aqulpmant 
Change in estimate 

Correction of prior year error on assets 

Recognition of depreciation for projects completed in prior year and change in estimate 
Correction of teased computer Equipment 

Trade and other Reoalvablea from exchange tranaaotlona 
Correction of prior year transaction s-Debtors 
Cash & cash equivalents 

Recovery of study loan fees retaring to prior years 
Trade and other Payables 

Reversal of prior year accruals 
Correction of prior year trade creditors. 

Correction of prior year dassthoallon on non exchange reoalvablea (MiG & WSlG) 
Provision and impairment:Litigator 


30,2 RECLASSIFICATIONS 


IDM IDM 

2019 2018 

R R 


(8 943 274) 
(8 027 457) 
50 100 

1 378 073 


(3 096 352) 


(4 321 891) 
1 009 020 
(1 424 526) 
<8177 649 ) 


(29 554 141) 


Tha category of heritage assets ha* been raclBBsIfted from properly, plant and equipment and preeented separately cm the statement of financial position and note In the annual financial 


PayiblH 

Interbank transfers has been radassKfed from cash and cash at bank to payables under current Babffllfes 
Other bicoma 

Fines and penalties have been reclassified as Fine and penalties from other income under other income . 

Water tampering kwadukuza 
Fines ilegal connections 
Atmospheric emission He fee 
Water disconnection mandeni 
Service Charges 

Private developer KwaDukuza has been reclassified from other revenue to service charges In the statement of performance 
Repair* and Matenance 

Other repairs from Repaba and Maintenance have been reclassified to consumable Inventory in general expenses 


202 259 
86 551 
77 800 
13 628 


2 574C23 


Contracted Services 

Expenditure reclassified from Grant Expenditure to Contracted Sendees si statement of financial performance 

Rural road asset management system 

Ndwedwe VIP toilets wslg funded 

Maphumuto area vIp tolets 

Mandenl ana vip toilets 

Ndwedwe area VIP tolets 

Expenditure reclassified from General Expenditure to Contracted Services In statement of financial performance 

PROFESSIONAL FEES kpmg 

AUDIT COMMITTEE 

EPWP grass cutting 

EPWP Grass cutting - EPWP Funded 

PAYROLL SUPPORT 

consulting asset management 

RISK MANAGEMENT COMMITTEE 

MEDICAL EXAMS 

MUNICIPAL GOV ADMINISTRATION 

Size Water audit fee 

FOOD SAMPLING 

Legal Fees 

INVESTIGATIONS 

SALGA GAMES 

Golden game district selections 

golden games 

Entertainment 

SALGA GAMES 

Cleaning services 

disability tortm 

early childhood development programme 
disability forum q2 

EAP Councillsig Referrals to Psychologist 
YOUTH PROGRAMME 
EAP Staff Awards Sound 
Occupational Health and Safety 
LM SUPPORT 

CONSUMER DATA ANALYTICS 
EPWP Grass culling - EPWP Funded 
Hygiene services 
INTERNAL AUDIT 


15 690 928 


1 978 006 

8 013 980 

9 594 334 
10 923 999 


194 390 

169 499 

1 011 003 

264 768 

2 396186 

648142 

100 854 

179 473 

21838 

43 320 

25 900 

7 020 

(760) 


174 000 


62113 

35 652 

1579 857 

1 432 573 

364 834 


115717 


37 894 


8 050 


403489 

208 745 

207033 

8 050 

793 080 

698 671 

5 362 


3 008 


3150 


13650 

13 650 

147917 

246224 

2139 

5065 

317 830 

180 750 

170400 

171 641 

636 210 

736 6B0 

648142 


99 474 

176 455 

31 000 

35 380 



ILEMBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
For Uw period ended 30 June 2019 


GENERAL EXPENSES 

Expenditure reclassified from Contracted Services Id General Expenditure in statement of financial performance 
Plant Hire 

VEHICLE HIRE for any staff member or Councillor 

Software Licences 

Rent of offices 

Fax & Copier rentals 

Insurance premiums 

Wireless Network 

Specialised Computer Service 

Specialised Computer Sen/Ice 

NETWORK MANAGEMENT SYSTEM 

TELEPHONE MANAGEMENT SYSTEM 

ICT DISASTER RECOVERY 

30,3 TRANSFER TO / FROM ACCUMULATED SURPLUS 


31 CASH GENERATED BY OPERATIONS 

5 urplus/(deficit) for the year 
Adjustment for> 

Depreclstion end amortisation 

Transfers to t from accumulated surplus^deficft) 

Forex galn/(loss) 

Lass on disposal of PPE 

Contribution to provisions - non-current 

Contribution to provisions - current 

Finance costs 

Prior Year Adjustments 

Investment Income 

Bad debts written off 

Operating surplus before working capital changes: 

Increase/ (decrease) In Inventories 
I ncreaiw/(decease) In trade receivables 

(Incrsaseydecrease in other receivables from non exchange transactions 
Increase in conditional grants and receipts 
(Decrease) Increase in trade payables 
Other assets (Bad debts recovered) 

Other liability 

Cash generated by/( utilised In) operations 

32 CASH AND CASK EQUIVALENTS AT THE END OF THE YEAR 

Cash and cash equivalents Included ki the cash flow statement comprise the following: 
Bank balances and cash 

Net cash and cash equivalents (net of bank overdrafts) 


33 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 

33,1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure 
Opening balance 

Unauthorised expenditure current year 

Certified as irrecoverable and written off by council In terms of MFMA section 32 
Percentage written off during the period under review 


1DM 

IDM 

2019 

2018 

R 

R 


3 701 449 

2 486 336 

19 768 080 

7 066 686 

110 514 

118153 

102 625 

158 881 

5043 693 

2 907 022 

2 024 964 

2 200 345 

42169 

39 222 

22 775 

34 445 

25102 

96 598 

207 500 

134 5D0 

2 701 020 

1725 237 

376 000 

245 014 

518 

74 390 


106 597 296 

309 544 782 

104 329 755 

81 769 590 

518 

74 390 

72 550 

351 989 

6 916 510 

- 

65 022 454 

41 676 124 

3 299 659 

1 666 930 

6 154 624 

10 565 607 

(172 756 325) 

18204 127 

(12 284 945) 

(8 066 492) 

1719 245 

3 015 207 

191 071 549 

459 002 254 

(3 373 005) 

5 102 749 

(15 567 540) 

(5 426 360) 

- 

11266 747 

60 939 635 

14 579 853 

9 929 322 

(43 784 168) 

243 000 161 

440 763 074 


174 702 791 

70 703 174 

174 702 791 

70 703174 

2019 

2016 

R 

R 

Restated 

14 746 806 

22 845 946 


_(6 099136) 

14 746 806 14 748 808 

5* 35% 


This expenditure relates to the implementation of Lower Thukela Bulk Water Supply Scheme (LTBWSS) which is funded through the RBIG from 
the Department of Water and Sanitation. The initial allocation for the financial year was R156mil and was later cut back to R140mil. The cut back 
was factored in the adjustment budget, however at the time the cut back was implemented commitments In terms of expenditure were already 
made (on the basis of RISGmll) and thereby making it not easy to cut down on certain projects within the LTBWSS. 


Council has considered and noted items of unauthorised expandture and has referred them to MPAC for further scrultlny. Any further action will be taken upon MPACfc 
recommendation to Council. 
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ILEHBE DISTRICT MUNICIPALITY - DC29 
NOTES TO THE FINANCIAL STATEMENTS 
Forth* period ended 3Q June2019 


33,2 Fruitless arid wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Open rig balance 

Fruitless and wasteful expenditure current year 

Certified as Irrecoverable and written off by Council to terms of MFMA seotlon 32/Recovered from responsible officials 


Incident 


IDM 

IDM 

2019 

2018 

R 

R 

2018 

2018 

R 

R 


Restated 

76 804 

523114 


78 B34 

_ 

(523 114) 

76804 

76 804 


Interast payment aristog out of a depute with Sapp! over an old dabt entailing arraar account* that had not been billed by Sappi between February 2012 and May 2014. 


interest levied by SEMBCORP eiza water on late payment of invoices In respect of free baste services, the delay in payment oMieee invoices was due to a Jong 
standing dispute on the method o f biing for free baste services. 


interest levied by KwaDukuza Local Municipality on Mo payment of electricity accounts. 


Action taken 

The municipality is in the process of tolpiementing measures that are atoied at turning around the ctarent status of municipal finances. The primary objective is to 
ensure financial sustainability and heatihy liquidity of the municipality. 

Council has considered and noted Items of fruitless and wasteful otpendhire and has referred thorn to MPAC for further scrutiny. Any further action will be taken upon 
MPAC's recommendation to Council. 


33,3 Irregular expenditure 

Reconcfflaflon of irregular expenditure 
Opening balance 

Irregular expenditure raised In current year but relating to prior years 
Irregular expenditure current year 

Certified by council as toncoverable and written off in terms of MFMA section 32 
Percentage written off during the period under review 


2019 2018 

R R 


53406 6B7 
346 989 258 
74 928 349 

475 301 294 
0 % 


B 523 373 


45 025 027 
1142 713) 
53 405 687 


0 % 


Incident 

Expenditure disclosed aa kreguafar under 2017/19 and 2018/19 refrtee to expenditure Incurred on leldlngo Security Services end Weabank. These contracts expfred In July 2016 and 
October 2017 respectively, after which contract extensions were appied until the slowed period of 6 months was exhausted. The municipality has since embarked on procurement 
processes and has appointed a service provider In respect of fleet contract. At the time of reporting, the security tender was still street to appeals processes by the the bidder who had 
lodged objection. 


The expenditure disclosed as Irregular during 2017 relates to Irregular contract secured through Regulation 32 from another organ of state and one other contract 
where sen fees ware used post expiry of the contract 

2019 

33,4 Deviations R 

Deviations were approved in terms of regulation 36 of the Supply Chain Management Policy: 

Total value _ 27 243 431 

_ 27243431 

The majorily of transactions that were classified os deviations were for plant hire (water tanker, TLB), mechanical pump and electrical plant 
repairs, supply of water purification chemicals, mailing of consumer statements, ad hoc security services requests. Al these transactions have 
now been addressed through the contracta/panefe ofeervice providers valid for three years. This paneVoontraot will address the unjustifiable 
deviations which often created Irregular expenditure. These transacOons ware often as a result of emergency requests from the User 
Departments. Further significant transactions were in respect purchase of Jetting machines after the Municipality had received grant funding from 
COGTA to procure plant 


2018 

R 

Restated 

B 704 454 
8 704 454 


34 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

34.1 Contribution* to organised local government 
Opening balance 

Counci subscriptions 
Amount paid - current 
Adjustment 

Balance unpaid (Included in payables) 

34.2 Audit fees 

Current year audit fee 

Amount paid - current year 

Balance unpaid (Included in payables) 

34.3 VAT 


2 196717 
(2198717) 

366 198 

1 945 6B7 
(1 945 687) 
1366 196) 

- 


3 277 397 
(3 277 397) 

2666 537 
(2 666 537) 


- 


VAT input receivables and VAT output payables are shewn In note 13. AI VAT returns have been submitted by the due date throughout the year. 

34,4 PAYE aid UIF 


Opening balance 

Current year payroll deductions 

Amount paid ■ current year 

Amount paid - previous yearn 

Balance unpaid (Included in payables) 

The balance represents PAYE and UIF deducted in June 2019 payroi. This amount was paid in July 2019. 


2 619507 
31 586572 29 932 267 

(28 946720) (27 492 780) 

(4 23S 507) (4 359 2891 

1019 852 2 619 507 


34,6 Pension and Medical Aid Deductions 
Opening balance 

Current year payroll deductions and Council Contributions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included In payable*) 


3 479 821 
44 698 869 
(42 586 397) 
(3 479 821) 


2112 492 


3672 283 
42 309 557 
(38 829 736) 
1672283) 




£1 


The balance represents Pension & Medical aid deducted in June 2019 payroll. These amounts were paid in July 2019 except for RA which was paid to the month of deduction which Is 
June 2019. 


Councilor's arraar con sum or accounts 

Van WhysGJ 

895 

142 

Councillor MD SHANDU 

327 


Councillor MS SING 

2514 


Councillor IP DUBE 

751 


Total Councillor Arraar Consumer Accounts 

4487 

142 



ILEMBE DISTRICT MUNICIPALITY • DC29 
NOTES TO THE FINANCIAL STATEMENTS 
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IDM IDM 

2019 2018 

R R 

34 6 Material losses 

34.7.1 Asset impairment (losses]/ Reversal (6 220 604) 116 682 

The current year Impairment is a result of ageing infrastructure. 


34.7.2 Debt impairment (losses] 1719 246 3 015 207 

Although the revenue collection has slightly improved compared to the prior year, council has incurred material debt Impairment losses written 
off against the provision for bod debts. This Is mainly as a result of restricted inactive accounts that are accumulating interest with no 
corresponding payments, pensioner accounts and deceased consumer accounts that are accumulating interest. This write-off has resulted in a 
decrease m consumer debtors and provision for bad debts. 


34.7.3 

Distribution Losses 
Units lost (kilolitres) 

Illegal connections and other 
Main leaks 
Reservoir overflows 
Metering Inaccuracies 
Service connection leaks 
Units lost (kilolitres) 

Units lost (sales price per kilolitre - rands) 
Units lost (purchase price per kilolitre - rands) 
Units lost (percentage] 


Percentage 

distribution 


5% 

698 557 

2 484 472 

26% 

4 596 817 

5225 779 

1% 

158 5BO 

1 198 077 

37 327 

62% 

11 100 593 

2 202 293 

93% 

17 954 624 

9 949 871 


187 892 398 83 360 505 

92 967 878 40 482 580 

61,74% 46,B0% 


The distribution tosses are mainly due to Illegal connections, main leaks (ageing infrastructure), reservoir overflows and service connection leaks. A five year strategic master plan for the 
reduction of non revenue water has been adopted by the municipality to address this problem. 

S 4 - 74 Non-CompDanoa with Section 65 (2) of the Municipal Finance Management Act - Payments of creditors within 30 days from date of 


2018/19 2017/18 

Number of days unpaid creditors at 30 June 82 days 67 days 

Average number of days unpaid creditors during the year 46 days 93 days 

Value of creditors not paid wllhtn 30 days during the year 78 555 669 78 762 685 

Percentage of cred I tore paid within 30 d aye 90% 89% 


The Inability to pay creditors on time Is a direct result of the cash flow challenges currently being faced by the municipality and 
this Is linked to the broader financial viability challenge. Council adopted a financial turnaround implementation plan in 
December 2016 which is currently being implemented. In terms of the financial turnaround strategy, it was envisaged that the 
municipality would be able to turn the current undesirable financial situation In a period of three years with effect from 
December 2016. There are improvements in the efficiency of paying creditors on time whan comparing to the previous years. 
On average the longest it took to pay creditors during 2019 financial year was 49 days compared to 95 days during 2017/18. In 
terms of the number of days calculated at year end, 62 days was reported at 3D June 2019 compared to 67 days In June 
2018. 


34.7.5 Fore* Losses 

Total Forex Liability as at 30 June 2 132 197 

Forex Gain/ (Leases) (72 550) 

The material forex losses arising from the Microsoft License forex liability was due to unexpected adverse fluctuations In the rand dollar exchange rate 

The Sport rate at 30 June 2019 was 14.1487 should the spot rate increase by 1% the foreign liability will be R2 153 518.61 and the foreign loss will Increase to R73 275.54. Should the 
spot rate decrease by 1% the Forex liability will be R 2 110 874.67 and the Forex loss will decrease to R71 824.54 

Foreign Liability Increase R 2 1 32 196.64*1.01 =R2153 518.61 

Foreign loss increase R 72 550.04* 1.01 =R73 275.54 

34.7.6 INVESTMENT N CONTROLLED ENTITY 

Investments in cotrolledl entity - Enterprise llembe Development Agency 100 100 

% Holding 100% 100% 

Ordinary Share: 100 @ R1 each 
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35 CAPITAL COMMITMENTS 

35,1 Commitments in respect of capital expenditure 

- Approved end contracted for 

Infrastructure 

Community 

Total 


This expenditure will bo financed from: 

- External Loans 

- Government Grants 

- Council funded 


OPERATIONAL COMMITMENTS 


Commitments in respect of operational expenditure: 

- Approved end contracted ter 

Infrastructure 

Community 

- Approved but not yet contracted far 

Infrastructure 

Community 

Total 

This expenditure will be financed as fellow*: 

Grant funded 
Counci funded 
External Loans 


TOTAL CONTRACTUAL COMMITMENTS 


IDM 

IDM 

2019 

20 IB 

R 

R 


262 992 295 
262992 295 

466 264 956 
488 2B4 958 

262992 295 

488284 958 

262 992 295 

488 284 956 

262992 295 

489 264 958 

2 019 

2 018 


Restated 

7 388615 

16 926 946 

7 398 815 

18926 946 


■ 


m 


7 398 815 

16 926 946 


16 G2S 846 

270 391110 

507211904 


The amounts disclosed are VAT inclusive 

EMPLOYEE BENEFfTS INFORMATION 
36,1 Defined contribution plan 

The fallowing are defined contribution plans: Natat Joint Municipal Pension Fund, National Treasury, Government Employee Pension Fund, SALA Pension Fund and Municipal Councillors 
Pension Fund. These contributions have been expensed. 


36,2 Other Long-term benefit plan 

Long service awards are provided to employees who achieve certain pre-detemilned milestones of service within the municipality. 

The rmmcjpality’e net obligation in respect of long service awards is the amount of future benefit that employees have earned in return tor their service In tha current 
and prior periods. The benefit la discounted to determine Its present value and the fair value of any related assets la deducted to determine the net obligation. 

The discount rate is the yield at the reporting date on AA credit-rated bonds that have maturity dates approximating the terms of Hie municipality's obligations. The 
calculate*! is performed using the projected unit credit method. Any actuarial gains and losses are recognised In surplus or deficit in the period In which they arise. 


The independent valuers carried out a statutory valuation as at 30 June 2018. 


The principal actuarial assumptions used were as follows: 
Discount rate per annum 
Inflation rate 

Net effective discount rate 

Benchmark Inflation (equal to salary Inflation) 

Average retirement age 
Mortality during employment 

Peroentage of In-service members withdrawing before retirement: 
Age 20 
Age 30 
Aga 40 
Age 50 
Age 55+ 


The amounts recognised In the Statement of Financial Position were determined 
being the present value of the obligation: 

EMPLOYEE BENEFITS (continued) 


Balance at beginning of the year 
Current service cost 
Interest coat 
Benefit payments 
Actuarial (gslns)/los&ea 
Balance at end of year 


The tlmteg of the employee benefits is as follows: 

Currant portion of employee benefits 
Employee benefit obligation 


The amounts recognised In the Statement of Financial Performance were as follows: 
Current service coat 
Interest cost 
Actuarial (gainsj/losses 


8,64% 

6,64% 

6,23% 

6,23% 

2,27% 

2.27% 

7,00% 

7,00% 

63 

63 

SA 85-90 ultimate 

SA 86-90 ultimate 

40% 

40% 

25% 

25% 

12% 

12% 

4% 

4% 

2% 

2% 

12 097220 

9 526617 


9 526 617 

8258 766 

932 631 

734 000 

791 634 

708 216 

(739 456) 

(50£5 879) 

1 575 194 

424 714 

12 087 220 

9526 817 


1494 983 

739 456 

10 592 237 

6 787 361 

12067 220 

9 526 817 


932 631 

734 000 

791 834 

708 216 

1 575 194 

424 714 

3 299859 

1866 930 
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IDM 
2018 
R 


IDM 

2019 

R 
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IDM 

2019 

R 


IDM 

2018 

R 


37 RELATED PARTIES 

Member* of key management 
Controlled Municipal Eritfty 


Compensation to oaunolilora and other key management 
Related party balances 

Amount awed to llembe Enterprise included In other payables 
Amount owed by llembe Enterprise Included in other receivables 

Related party transactions 

Transactions with Enterprise llembe Development Ageroy 

Grant tending from the parent iLembe District Municipality to Enterprise iLembe 

Rental of offices 

Shared Services - Contributions by local munlclpalites towards the development planning shared services 


Sector? 57 managers 
thmbe District MuntcspaSty has a 
100%)hokSng in llembe Development 
Brierprise (Pty} Ltd. 

Refer to mi* 23 & 24 


(646 696) 
671 751 765 431 


30 647 932 24 888 4BB 

2117 666 4 763 045 


37.1 STAFF MEMBER: R Ptilay 
Expendkure: 

General Expenses for the year 11 107 282 

The employee had a brother whom had a share in the company that was awarded a contract to provide capital project consulting service to the 
municfiaKly. 

37.2 STAFF MEMBER: S MahUngu 

General Expense* for the year 142 664 

An employee had relations with a service provider whom provided services to the municipality. 

142 664 11197 262 

38 CONTNGENT LIABILITY 


38,1 Icon Construction 

Icon Construction I into ns at Charges on arrear Payments & atanrtow time _ 1035 533 

This b a historical matter where Umngeni water sanctioned construction of spring grove dam of which the construction costs were to be shared 
nmonget its efiente based on the princfele of cross subsidization. 11 am be district municipality previously disputed this charge on the basis that 
there was no direct benefit since the scheme in question did not teed to the lines supplying water to the district. The matter had boon referred to 
SALGA for mediation and SALGA recommended that all the munldpafitiss benefiitog ham Umngeni water distribution system should contribute 
(based on the cross subsidization principle) towards the construction costs of ihe spring grove dam but before dotog so. an agreement must be 
entered between the two parties. Based on SALGAto recommendation, iLembe District Municipal Council has subsequently rescinded the 
previous council decision not to contribute. In rescind tog this decision, the accounting officer was then mandated to facilitate signing of 
agreement with Umgeni water which should take into consideration revamlng all previous chargee, Incorporating all payments previously mad* 
and ddermlnlng the future payment plan. At the time of concluding compilation of the annual financial statements, the matter was still under 
discussions with Umgeni water in terms of finalizing the agreement. 


Contingent Liability based on Interest amounts charged by Icon Construction on arraar pay mania A standing time 


1 038 633 


39 RISK MANAGEMENT 
38,1 Mextouan credit risk expoeure 


Credit risk to the risk that a counter party to a financial Instrument will toil to discharge an obligation and cause ihe municipality to incur a financial loss. 

Credit risk consists matoly of cash deposits, cash equivalents and trade debtors. The municipality only deposits oaah with mqjor banks with high quafity credit standing and limita expoeure 
to anyone counter-party. 


Trade receivables comprise a widespread customer base. Management evaluates credit risk rda&ig to customers on an ongoing basis, if customers are Independently rated, these 
ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit quafity of the customer, taking into account Its financial position, pact experience and other 
factors. 


Financial ousts exposed to credit risk at year end were as follows: 

Consumer debtors 

Other debtors 

Non Current Receivables 

Ageing of consumers 
Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91 -120 Days 
121 -366 Day* 

+ 365 Days 
Total 

Less: Provision tor bed debts 
Net consumer debtors 

Cash and cash equivalents 
Other Investment* 


350 732 511 

273 390 840 

- 

36 172 374 

528 084 

819 999 

3S1 596 

310383 212 

33595 546 

12 699 325 

7621 808 

18 990 450 

12 179 372 

11347 639 

12 927794 

7 264 472 

15 037 236 

14185 97C 

269 370753 

2UBC2 9B4 

350 732 511 

273 390 840 

250 342 015 

(186 559 7141 

601 074 526 

86 831 126 

174 702 791 

70 703174 

- 

27286 429 

174 702 791 

97 989 604 


These balances represent the maximum exposure to credit risk. 

39,2 Liquidity risk 


Liquidity risk Is the risk that the municipality will not be able to meet Ha obligations as they fall due. The municipBlitiea approach to managing liquidity risk is to ensue that sufficient 
liquidity is available to meet its liabilities when due; without incurring unacceptable losses or risking damage to the Municipalities reputation. 

The municipality's risk to liquidity is a rastat of the tends available to cover teture commitments. The municipality manages liquidity risk through an ongoing review of Mure commitments 
and crodi facilities. 

Cash ftow forecasts are prepared and adequate utilised borrowing facflttee are monitored. 

The Municipalities Mobility are backed by appropriate assets and it has liquid resources. 

The table below analyse* the munlclpoiye financial UHltles Into relevant maturity groupings beeed on the remaining period at the State merit of Fhanclii Position to the contractual 
maturity data. The amounts disclosed In the tabla am the contractual undlsoountad cash flows. 


2019 

Gross finance lease obligations 
Borrowing* 

Trade and other payables 
Employee Benefit Obligation 


Within a,y*ar Between 2 to fi 

HUM 


Total 


1 867 971 
6545 964 
324 264 218 
1 494 983 

334193136 


314 989 
36226 416 


10 592 237 


49 133 642 


2182 960 
44 772 380 
324 264 218 


087 220 


383 326 778 
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IDM IDM 

2019 2018 

R R 


2018 

Cross finance lease obligations 
Borrowings 

Trade and other payableB 
Employee Benefit Obligation 


Within a year 

Between 2 to 8 

vnar* 

Total 

1 054 962 

1 957 053 

3 012015 

7 164 483 

72 851 417 

BO 015 900 

206 295 742 


206 295742 

734 000 

8 792 817 

9 626 817 


215 249 IBS_83601 257 298 850 474 


39,3 Interest rate risk 


The Municipality Is not exposed to interest rate rtek on its financial liabilities, AH of the Municipality's Interest bearing external loan liabilities are fixed Interest loans. 

The municipality's Interest rate risk arises from longterm borrowings. Borrowings Issued at variable rates expose the group to cash flow Interest rate risk. Borrowings issued at fixed rates 
expose the municipality to fair value interest rate risk. 

The Municipality Is exposed to fair value interest rate on Its external loan liablltlss, which are all fixed Interest rates. 

At year end, financial Instruments exposed to Interest rate risk were as follows: 


Cash and cash equivalents 

Other investments 

Gross finance lease obligations 

Borrowings 

Consumer debtors 




174 702 791 

2 182 960 

75 568 942 

350 732 511 

70 703174 
27 286 429 

3 012 015 
80 015 900 
273 390 840 

40 RECONCILIATION BETWEEN BUDGET AND CASH FLOW STATEMENT 

Amount as present hi the budget statement 

Key 

Operating 

329 455 544,34 

Financing 
{4 989 500) 

investing 

(32B 636183) 

Total 

(4 170 139) 

Actual amount as presented in the cash flow statement 

Basis difference 

Timing differences 

Entity differences 

Variance 

Applicable 

Not applicable 
Not applicable 

247 130 482 
-32 618 498 

{9 536 250) 

(133 594 61B) 

103 999 616 
(32 618498} 

114 943 560 

4 546 780 

(195 041 5671 

175 551 257) 

Variance percentage 


34)89% 

-91,13% 

59% 

1812% 
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ILEMBE DISTRICT MUNICIPALITY - DC29 
APPENDIX C 

AUDITED SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 

as at 30 June 2019 

Cost / Revaluation Accumulated Depreciation 
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